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Introductory Note

“Residence and domiclle

-

(1) The terms "residence" and "domicile™ have quite distinct meanings:

for the purposes of United Kingdom tax law.

(11) The residence of an Individual is determined for each income tax

year (beginning on 6 April) by reference to the facte in that year. The

great mass of the population whose home in the ordinary sense is in the

United Kingdom and who, if they go abroad for business or pleasure, go for
ghort periods only, are resident in the United Kingdom irrespective of their
nationality. If an individuwal in this class goes abroad for a long period,

he may cease to be resident in the United Kingdom for tax purposes, but if he
returns for regular visits he may be regarded as remaining resident throughout.
A visitor to this country from abroad, whatever his nationality or place of
domicile, becomes resident in the United Kingdom for any Income tax year in
which he is actually in the United Kingdom for a period or periods equal in
the whole to six months. If he maintains a place of abode in the United
Kingdom available for his use, he is resident in the United Kingdom for any
year in which he pays a visit, however short, to the United Kingdom. Moreover,
even though he satisfies neither of these conditions, he is regarded as
resident in the\Uhited Kingdom if he visits the United Kingdom yéar after
year, so that the visits become in effect part of his habit of life, and the
annuval visits are for a.substantial- period or periods of time. Generally an

average annual stay amounting to three months would be regarded as substantial,

~and the visits would be regarded as having become "habitual’ after four years,

buat such a visitor would be regarded as resident from’the gstart if it were
clear” then that substantlal reguler visits were to be made.

(1i1) An individual is domiciled in that country which is considered by the
the law to be his permanent home. Generally this is the country which is in
fact his permanent home, but there are special rules relating to certain
cases, BEvery individval at birth has the domicile of his father (or his
mother in the case of an illegitimate child). The domicile of a minor changes
automatically with that of the parent except that a woman of whatever age
acquires on marriage the domicile of her husband. The domicile of a married
women follows that of her husband throughout their married life. In'other
cases the "domicile of origin", that i1s, the domicile which an individual

has on reaching the age of twenty-one, remains unless he acquires a "domicile
of choice", which he can do only if he leaves the country of his domicile of
origin, and takes up his residence in another country with the intentlon of
making his permanent home there. A domicile of choice is lost by departure
from the country of such domicile withéut the intention of returning there

to live; the domicile of origin then revives unlesé a new domicile of choice

/is acquired.
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is acquired. It is thus impossible to without a domlcile or to bs
domiciled in more than one country at a time.
(iv) Tn addition to the conceptions of domicile and residence, United
Kingdom tax law uses the texm "ordinary residence". The great mass of the
population of the United Kingdom are ordinarily resident there; an
individual in this class would remain ordinarily resident even if he went
abroad for a long period, if he returned for regular vigits during his
period of absence. A visgitor to the United Kingdom from abroad if he pays
habitual visits, year after year, which are such as to render him resident
in the United Kingdom, is also regerded as being ordinarily resident in the
United Kingdom.
(v) The term "domicile" ig only of relevance for the purposes of
income tax in relation to income from abroad, and the term "ordinary
regidence" is of importance only
(a) 1in the case of British subjects in relation to income
from abroad
and (b) generally in relation to income from certaln British

Govermment securities issued with the condition that

exemption from tax attaches to the interest going to

persons not "ordinarily resident" in the United Kingdont.

The term "domicile" is, however, of major importance in relation to

death duties. : »
(vi) By reference to the principles of United Kingdom tax law as
explained above it is possible for an 1ndividual to be resident and
ordinarily resident in more than one country for the same income tax year.
(vii) A company, wherever incorporated, is regarded as being both
resident and ordinarily resident in that country in which the central
management and control of its business is situated. The residence,
domicile, or nationality of the shareholders is irrelevent. A company
can normally be resident only in one place at a time.
(viii) The nationality or residence of a ship or aircraft is not relevant
for United Kingdom tax law. The taxatlon of the profits depends upon the
regidence of the person to whom the profits accrue.
(1) The terms "domicile", "resident", and "ordinarily resident" are not
defined in the Income Tax Acts. Same guidance as to the meaning of the
term “resident" is given in Rule 3, Miscellaneous Rules applicable to
Schedule D, and Rule 2, General Rules applicable to Schedules A, B, C, D and E,
Income Tax Act, 1918, but in the main their meaning has been defined by dicta
in a long series of High Court cases e.g., Cooper v. Cadwalader, 5.7.C.101.
Loewenstein v. De Salis, 10 T.C.k2l, Reid v. C.I.R., 10 T.C.673, Levene v.
C.LR. 1k T.C.486, and Lysaght v. C.I.R. 13 T.C.511 regerding individuals,

/and De Beers
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and De Beerg Consolidated Mines Ltd. v. Howe 5 T.C.198 and Todd wv.

Beyptian Delta Land and Investment Co., Ltd., 1k 7.C.119 regarding companies.
Double Taxation Conventions

(i) The United Kingdom has entered into comprehensive double taxation

conventions with the United States of America, Canada, Australia,

New Zealand, Southern Rhodesia, Nigeria, Sierra Leone, Gold Coast, Gambia,
Nyasaland, Aden, Palestine, Cyprus, British Honduras, Antigua,

St, Christopher and Nevis, Montserrat, Virgin Islands, British Guiana,
Meuritius, Northern Rhodesia, Seychelles, Trinidad and the Netherlands.
(The convention with the Netherlands has not yet been ratified.) All
these conventions are in substantially similar terms and any reference

in the following pages to double taxation conventions made by the United
Kingdom refers to all these conventions, except where expressly gtated.
(ii) The ceonvention between the Unlted Kingdom and South Africa 1s
narrower in scope than those referred to above, and is mentioned
specifically wheréver it is applicable.

{(i11) Limited agreements relating to specific matters (air end sea
transport and certain agencies) are described under the relevant headings.
(iv) The Fiscal Commissgion, 1t is understood, already haa copies of all
these agrecments.

(v) The United Kingdom's views on the London and Mexico Model Draft
Convention have already been supplied.

Eire

Under a double taxation agreement with Eire (made in 1926, and
reproduced in the Second Schedule to the Finance Act, 1926), unique of
ity kind so far as the United Kingdom is concerned, persons resident in
Tire and not resident in the United Kingdom are totally oxempt from United
Kingdom income tax and sur-tax. Persons who are resident 1n both Eire
and the United Kingdom are charged to tax in both countries, but the double
taxation is eliminated by each country giving relief at half the "appropriate"
rate of United Kingdom tax ‘or Elre tax, whichever is the lower; the general
effect is to eliminate the lower of the two taxes.

To avold constant repetition, this agreemen® 1s not referred to in the
notes which follow, but any reference to the income tax liability of persons
who are not resident in the United Kingdom 1s to be read as excluding
residents in Eire and any reference to income arising abroad is to be read
as exclusive of income arising in Eire.

Individuals and companies

In general, the United Kinsdom income tax law makes no distinction
betweer individuals and companiss. Where a distinction does exist, 1t is

brouzht out in the following notes by the use of the word "individual" or
/" company™
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"company" (which includes any corporate 'body). .The terms "taxpayer",
"person”, "recipient", etc., should be read as applying equally to an
indiyidual or a company. '

Tnternational Reciprocity
United Kingdom law makes no exceptions to the general rule on a

basgis of reciprocity, except under a double taxation conventilon.

/QUESTIONNATRE
! ; RN
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QUESTIONNAIRE

A. Diroct Taxes
I. Income Tax

8o tructure and underlying principles of’income tax Eystgm
(1) United Kingdom income tax is chargeable on the taxpayert®s total

income from all sourées, The verious categdrics of income arc grouped
under five schedules as follows:
" Schedule A: income from ownership of land, buildings and qther
| hereditaments.
Schedule B: income from occupation of lands.
Schedule C: intercst, dividends and annuities payable out of the
the public revenuc, British, Dominion, Colonial or
foreign. 1 ,
Schedule D: profits and income grouped under the following six
, heads or "Cages":
‘Case I: Profité of a Trade. Y
Casc IT: ©Profits of a profession or vocation.
Case ITI: Intcrost (except intercst charged under
' ’Sohedule C), discounts, and certain profits
from lands.
Case IV: Income from sccurities outslde the
United Kingdom.
‘Case V: Income from other possessions outside the
United Klngdoﬁ.‘
Case VI:‘ Income not charged under any other heading.
Schedulc E: income from an office, cmployment or pension.
(i1) These Schedules prescribe rules for computing the amount of income
in each category and dofine the deductions allowable. They also lay down
the methods by which the tax is to be asscssed and collected, but they do
not constifute scparatc schedular texes, sinco the taxpayer®s total liability
dopends upon the egeregate amount of his income under all the Schedules.
(111) Incame from sources within the United Kingdom 1s in general
chargeable to tax irrespecctive of the nationality or place of residence of
the recipient. The oniy‘oxceptions to this rule are:

(1) +the interest on certain British Govermment securitics is
exempt from tax if the ovmoer of the securities is not ordinarily
reeident in the United Kingdom (Scction 46, Income Tax Act, 1918).
(ii) under doublektaxation conventions between the United Kingdom and
' foreign and Daminion countries, cortain categories of income
arising in the United Kingdbm ére exompt from tax if the recipient
is regident in the other country end is not ros1dont in the

Uhited Khngdom.
/(1v) Income
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(iv) Tncome from sowrces outside the United Khngdom is chargeable to

tax only if the recipient is resident in the United Kingdom. Normally the
charge extends to the full amount of the income arising, whether 1t is
recolved in the United Kingdom or not (Rule l Case IV and Rule 1, tase v,
Schedule D, Income Tax Act 1918), but the charge 1s 1imited to the amount
of income remitted to or"received in ‘the Undted Kingdom in the following k

il
#

cases:

(1) earned income (salary, wages, pension) arising abroad to any
individual (see reply under AI& (i)(ii and (2) as to
business profits) ; ‘
(i1) all income arising abroad where the recipient though residsnt
. in the United Kingdom, is not domiciled there or, being a
~ British subject is not ordinarily resident there. (Rule 2,
' Cage IV and Rules 2 and 3, Case V Schedule D, Income Tax
Act, 1918) ,
(v) The total income of a tayPayer is the aggregate amount of his
income from all sources, computed in each case by reference to the rules
set out above, including, in the case of a married men, the income of. his
wife. (Ceneral Rule l6(a) |
(vi In the case of an individual resident in the United Klngdom (whatever ‘

his nationality or place of domicileﬁ an allowance in respect of hisy
earned income (at present one-fifth but not more than ho0), a personal
ellowance for himself (increased if he is married) and certain allowances
for dependents are deducted from his total inccme in arriving at his f
taxable income. OF the balance, for the 1ncome tax year l9h8/h9, the first

. E50 of the taxable income is then charged to tax at 3/ in the %, the next

200 is chargeable at 6/ in the ¥, and the remainder is chargeable at O/-—
in.the B From the amount so charged a measure of relief is given, subject
to certain conditions, in respect of life assurance prcmiums. (Amounts of
sllowances and ratns of tax are. laid down annnally in the Finance Act )

(vii) An individual who is not resident in the United Kingdom.is normally

chargeable at the rate of 9/ in the : on his total income, without earred
income relief or any allowances for family circumstances and without the
benefit of the reduced rates of tax. British‘subjects, however, and certain
other classes of persons, are allowed a proportion of these allowances snd
reliefs even when they are not resident in the United Kingdom, the propertion
being the ratio which their income from,United Kingdom sources bears to their §
total world income (Section 2h Finance Act 1920) This treatment has been

,t U ;5 H ,E I

extended under double taxation conventions to French subgects resident in

France, and to residents in the Netherlands, irrespective of their naticnality.

(viii) A company is chargeable to tax at the rate of 9/ in th?‘L‘onzits
; ; SRR NI

: /(ix) Sur-tax o
00384R000400040028-5 = 1 11 ]

AR S

§ .m’ H

total income.
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(1x) Sur-;ax is imposed on individuals, but not on companies (except in
the circumstances described at o 6. (c¢), {vi)) whose total income
chargeable to United Kingdom tax exceeds £2,000. The tax is charged at
graduated rates rising from 2/- in the & on the first 500 by which the
total income (as determined for income tax) exceeds 2,000 to 10/6 in the L
on the amount by which the total income exceeds ¥20,000, '

(x) The income tax and sur-tax so determined may be reduced by credit
for foreign takes imposed by the country of origin on any items of foreign
income charged to United Kingdom tax, if such credit is provided for in

a veciprocal double taxation agreement with the country imposing the tax,
but credit is only allowable to residents of the United Kingdom (whether

or not they are also resident elsewhere, and irrespective of thelr

domicile or nationality), and is confined to the United Kingdom tax
appropriate to the income.

(xi) In the absence of a double taxation agreement there is no relief for
foreign tex {except that it is deductible from the -income chargeable to
United Kingdomxtax) but a measure of relief for Dominion or Colonial income
tax is provided by Section 27, FTinance Act 1920. This relief is allowed

to any verson (individual or company) wherever resident or demiciled, who
has borne both United Kingdom and Dominion or Colonial tex on any item
of‘incumé. Tt takes the form of a reduction of the United Kingdom tax

by an amount equal to tex on the amount of the doubly-taxed income at

a rate equal to the Dominion or Colonial rate of taxror one half of the
appropriate rate of United Kingdom‘tax, vhichever is ths less. When this
relief is claimed, the amount of the Dominion or Colonial tax is not
allowed as a deduction in computing the amount of the income, except that,
if the Dominion or Colonial rate exceeds half the appropriate United Kingdom
rate, so that the relief falls short of the full measurs of double taxation,
the unrelieved part of the Dominion or Colonial tax is allowed to be
deducted in computing the amount of the income unless the Daminion or
Coiony itself -grants relief in respect of such part of the double taxation.

(xi1) The answers to the specific questions are therefore:

1. (a) No
(b) Yes
© (1)(1) and (ii) No
(2)(1) Yes
(i1) No
(3) Yes
(c) mo

(d) See paragraph (ix) above.
/b. TIncome
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b Tncome from real proper;y

1. (1) United Kingdom income tax is chargeable in respect of incoms

from’ real property situated in the United Kingdom, without regard to

the nationality, domicile, or residence of 'the person receiving the income.
(ii Tncome from real property situated outside the United Kingdom

is chargeable to United Khngdom income tax if it accrues to a person who

is resident in the TUnited Kingdom. The measure of the income will be the
full emount arising, whether it ie remitied to or recelved in this country
or not, except that the charge is limited to the amount remitted to or
recelived in the United Kingdom in the case of & taxpayer who, though

‘resident in the Uhited Kingdom, 1s domioiled elsewhere and in the cas

6f a British subject who, though resident in the United Kdngdom, is not
¢rdinarily resident there. The charge is similarly limited if the income
in question is immediately derived by tho taxpayer from the carrying on

partnership.
(iii) In the case of income derived by a resident in the United Yingdom

from.real property situated in a country with which the United Kingdrm
has a comprehensive double taxation convention, the income is sti1l
¢hargeable to United Kingdom tax as described above (but without any
deduction for foreign income tax) but any tax charged in the other

country upon that income or upon that part of it which 18 charged to

,United Kingdom tax, is allowed as a oredit

(iv) The answer o questions (a) and (b) is therefore that the
nationality, domicile, or residence of the ovmer is irrelevant in the case
of property situated in the United Kdngdom Tax 1g only chargeable in »
respect of property Situated outside the United Kingdom if the owner is
resident in the United Khngdom The only modification introduced by '
international tax agreements is as shown in (111) above.

2. (i) As regards real proporty situated in the United Khngdom, United
Kingdom tax law distinguiehes between income from the ownership of the
property, which is chargeable under Schedule A and income from the
occupation of land which is chargeable under Schedule B.

, (ii) Tax is charCeable under Schedule A on the net annual value of
the proporty, that is, the rent at which the property is let, or is

worth to be let, by the year (the gross annual value), less a doduction for
the cost of repairs (Wo. I and Rule 5 of No. V of Schedule A). The tax 1is
normglly payable by the occupier, but he has a right to deduct 1t from any‘
rent he pays, so it is ultimately borne by the owner (Rule 1 of No. VIII of

ER LIS BT B ARG SRR B |

gchedule A). If the owmer is hrmself the Occupier, he hims r

i

bears the tax. Where there ie a eub le ting, the occupier

Lhron
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from the rent he pays to the lessee,.who in his turn deducts tax from the rent

he pays to the owner. : .
- (411) Where the rent recelvable exceeds the assessment made on the

property under Schedule A the recipient is chargeable to tax under Case VI of

Schedule D in respect of the amount by which the rent exceeds the Schedule A

agssessment (Sections 13 to 16, Finance Act, 1940). This rule also applies

where the rent includes a payment for the use of furniture.

- (iv) In the case of quarries, mines, ironworks, gasworks, waterworks,
canals, docks, railways, ferries and gimilar concerns, the annual value is
computed, not by reference to real or hypothetical rent, but by referencs
to the profits actually made (Rules 1, 2 and 3, No. III of Schedule A). In
these cases therefore there is no separate charge of tax in respect of the
ownership of land, but one charge on the entire business profits (see
Section e, 6 (c) (viii) below).

(v) Income from the occupation of land is chargeable in various ways.
Income from agriculture and livestqck-raising is at present chargeable
by reference to the actual profits derived (see Section e below), if the
gross annual value of the land for Schedule.A purposes exceeds E10D (Sections u\,
10 and 11, Finance Act, 1941). If the gross amnual value is E100 or less, tak
1s charged under Schedule B on three times that gross annual value unlesg '
the farmer shows that his actual profits were less than that figure (Rule 6
of Schedule B). TFor the year 1949-50 angd subsequent years, however, all
farmers are to be charged by reference to their actual profits (Section 31,
Finance Act, 1948). Market gardens and nurseries have always been charged

by reference to the actual profits (Rule 8, Schedule B).
' (vi) The occupier of land not used for farming (e.g., parks, playing
fields) is charged under Schedule B in respect of income deemed to be deriveﬁ
from the occupation of the land on an amount equal to one-third of the aross
annual value of the land. This basis also applies to woodlands, except that
if they are maneged on a commercial basis the taxpayer may elsct to be
charged by reference to his actual profits.
(vii) If the'land 1s used for business purposes the amount of the

Schedule B‘asséssment is deducted in computing the business profite Py
chargeable under Scheduls D. For the year 1949-50 and subseguent years,
however, tax under Schedule B will not be charged on land used for business
purposes; all income from the occupation of land for business purposes will
then be charged on the actual profits derived and not by reference to the
annual value.

(v1ii) The answers to the specific questions under (b) 2 are therefors:

/(a) Yes

Approvéd For Release 2006/09/27 : CIA-RDP57-00384R000400040028-5



.’x,

- place where the produce from the natural resouroe is used :

f same as 5escrihed in b.1, (1ii

IR B EREE I I ,3..1_55ﬂ? IR O B
Approved For Release 2006/09/27 CIA-

(=) Yes:(see (v) above)

- (b)) Yes (see (11) (111), (v), (vi) and (v1i) above)

n -(py Yes (see (115 and (111 above as regards perper%y 4n thé
B k’Uhited Klngdom and 1 (ii as regards property ou{s1&< '

" the Uhlted Kﬁngdom) v o
'(d) Yes (see (1v) above)
(e) No.
The oniy modificatlon 1ntroduceé by in%ernatlonal tax agreements is as’

R I

shown 1n 1 (111 above.
s ‘;Income from royaltles on natural resources such as mlnes, quar“ies

* ﬁ‘oil wells and other naturai deposits (unless taxed as incame f f~om

real ;Qro;gerty_)

(a) and (D) (1) Income from.royalties derived from natural

H E 1.;.,,4-4.

&

resources sffuated in the Unlted Kingdom 'is chargedhle %o Ualten’ kllgdom !
income fax irrespective of the natlonaﬁity or ‘Gomicile of the payee or' payor.

(ii); Inoome from such royaltles c'ierived from naturar '

the Uhited Kingdom is chargeable to Unlted Klngdom *income tax on %h Huii

amount (less any income tax imposed thereon in the country of 01151 a)
whether the income is remitted %o the ﬁhited Kﬂngdom or not unless the

: person 18 ‘not domiciled in 'the Uhlted Kingdom or Belng 2 ﬁrlflsh svhJect

2not ordinarlly resident in the’ﬁhitedikingdom, 1n which cases fax is
: bhargeable oniy on the amount of the 1ncome whlch 18 remlﬁted Fo'lthe
: Uhited Kingadm. - :

£ H : I 3y
By .'r-,‘,v“ﬁ“';.».z.‘ do

(¢) The taxation of the royaltles does not therefore ieﬁgnéaén the
The answers ~.o the specific ques'bions a.re therefore. o 3
(a) and (b) the natlonallty, domlclle, or residence of the pcyee

] ;
ot payer’ i frreIevant in the’ case of resources in the

'Uhlted Kingdom. Tax is only charweahle on sucﬁ income

P

3

. resdurces 6utside the Uhlted Kin”dom and ar1s1ng %o a person resiﬁlng in !

d

4

Pk

I

jfrom resources abroqd 1f the reciolen% 35 re31dert 1n the %

'fUhlted Kﬁngdom.

{e¢) To no extenf

5
The only modifioa%lon introduced hy internaﬁlonal tax agreemenfs 1° the'

r _].,‘,‘y

B

a. Income from mort ages on realh roperty.
R iﬁa‘*“ ERTIRIED

: 1
ships or‘aircraf% (1nclud1ng

T

§ 'Eha;l @s ﬁecv-rl

2 fmbrtgage honBs% 1f they are cons{dered as in%eres%sv%n“realtyg ra%herzx
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Schedule D of the Income Tax Act, 1918. The normal procedure is to charge
tax at the standard rate in respect of the interest on the mortgagor, who ig
entitled to deduct and retain an equivalent amount on paylng the interest to
the mortgagee. In certain circumstances, as an alternative, a direct ‘
agsessment may be made upon the mortgagee.
(i1) Interest arising from sources outside the United Kingdom under
‘mortgages or mortgage bonds is liable to United Kingdom income tax only
if the peréon entitled to the interest is resident in the United Kingdom.
The liability is under Case IV of Schedule D and ig normally computed on |
the basis of the full amount arising,'but if the person entitled to the
Interest 1s not domiciled in the United Kingdom, or is a British subject not
ordinarily resident in the United Kingdom, or if the mortgage or mortgage
bond forms part of the investments of the foreign life assurance fund of an
assurancekcompany, the liability is based upon the amount received in the
United Kingdom.
(111) In considering in any particular case whether the interest arose
from a source inside or outside the Unilted Kingdom, it would be necessery
to take intokaccount all the relevant circumstances, and it is, therefore,
impossible to lay down any general rule. If, however, the interest were
paid by e person in the United Kingdom out of funds in the United Kingdom,
that would constitute prime facie evidence that it arose from a United
Kingdom source. vThe considerationé to be taken into accovnt in deciding
this question would not include the nationality of the mortgagee or mortgagor,
and would be unlikely to include the place of origin or use of the capital
secured by the mortgage.
(iv) The answer to question 1(a) is therefore that a resident in the
United Kingdom is chargeable to tax irrespective of his nationality or
domicile or of the sburce of the iﬁcome. A non-resident is chargeable if
the income arigses in the United Kingdom. ‘
The effect of the considerations.referred to in guestions (b), (c), (d)
and (e) depends on all the circumstances of each casac.
International tax agreements modify these rules as follows:
The double taxation conventions between the-Uhited Kingdom and the
United States of America and Southern Rhodesia provide that interest
arlsing from sources in the United Kingdom to a person who is resident
in the United States of America or Southern Rhodesia and is not resident
or trading In the United Kingdom shall be exempt from United Kingdom tax.
A similar provision in the convention between the United Kingdom and
~-the Netherlands applies to interest on mortgages of ships or aircraft,

but not of real property.
- i /e. Bueginess
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e.f Busineee proflts

1. (a) and (p) (1) Bu51nese proflts from aot1v1t1es carried on in tP“
United Kingdom are chargeable to tax 1rresnect1ve of the natlonalltv or
‘domlclle of the person or legal entlty receiving the proflts.

(ii) The general rule 18 thet the proflts arising from
all bu81ness act1v1t1es carrled on 1n the bhlted Kingdom are chargeablc
on their full amount. This rule is modlfied where proflts arise to a
non- resident pereon from the sale of Coods or produoe manufactured or ’
produced by h1m out of the Unlted Klngdom 'rn such a case the charge to
tax may on appllcatlon be reetrlcted to the merchantlng nroflt that is
to the proflts which mlght reasonably be expected to have been earned oy a
merchant or where the goods are retailed by or on behalf of the manufacturer
or producer, by a retailer of the goods eold who had bought from the 4 '
‘manufacturer or producer direct. (Rule 12 of the General Rulee appliouble
to A1l Schedules). »

(111 ~ The proflts from.bu31nose activities carrled on
outside the Unlted Klngdom au part of a trade or bu81ness carried on in
+the United Kingdom by a re81dent person o, g the forelgn branch of sucl
e ‘tradc or bu51ness, are included in the charce on the full profits of the
trade or business. S
| ' ' (1v) A trade or buuiness oontrolled by a person re51d1ng in
the United Klngdom is ohargeable on 1ts full proflts although ‘the bu51mess i
activitiee may be mainly carrled on ou%316e the Unlted Klngdom (San Patlo
(Brazilian) Reilway Company v. Carter, 3 T C LoT; OgllVle V. Kjtton,
5 T.C.338); De Beers Consolidated Mines Iid. v. Howe, 5 T.C. 198)

(v) The profits from a trade or business carried on in

partnership outs1de the Unlted Kingdom whjch arlse 6 & eleeplng par{n o
residing in the Uhlted Klngdom who takes no ‘part in the trade or bus%nose
rank as 1ncome from a foreign p0050351on an& the charge to tax is in’ respect
of only 80 much of the proflt as 1s remltted to the Unrted Kingéom !
(Colquhoun v. Brooks, 2 T.C.490). ‘ '

(Vl) Income Tax chargeable in a oountry with which tho
United Kingdem has a oomprehen81ve double taxation convention in respeot of
the business proflts of a oermaneni establlshment in that country of a
Uhlted Khngdom enterprlse is allowad au a credlt against the United Khngdom '

o

tax on that part of the profitu of the enuerprlse whlch is attrlbutabl to

that permanent establlshment (w1thout allow1ng any deduotion for for01*n tax):

A Slmilar prov131on 1s contalned 1n the double taxatlon oonventlon betwcen
the Unlted Kingdom and South Afrlcq. ' S L

Lo ‘
2, (a) Yes Where the forelgn aotivitles form a bUaneuS carried cn : k

AR g 4 ‘ ]
. entirely out of the hnlted Kinﬂﬁom and ar not part of any bu51nese'oerr1ed !

st
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on in the United Kingdom, it is only the amount of the profits received in
the United Kingdom that is chargeable to tax (see 1(ii) above).

() (1) No.
(2) No.
(3) No.
See (a).

3, (a) A foreign enterprise is not taxed in respect of profits arising
outside the United Kingdom.

(b) Foréign enterprises, whether carried on by individuals or by
corporate bodies, are normally chargeable to tax on the profits of trading
in the United Kingdoﬁ through a permenent establishment or through an agent.
L, (1) Liability arises if two conditions are satisfied, namely, the
existence of a permanent establishment (e.g. a branch)>or an agent in the’
United Kingdom, and trading in (and not merely trading with) the
United Kingqqm. ,

(1i) A trustee, guardian, tutor, curator, committee, factor, agent,
receiver, branch, or manager in the United Kingdom, whether he actually
receives profits on behalf of the non-resideqt c¢r not, satisfies the
first condition, but a bona fide brcker or general commission agent
acting as such does not. The occasional presence in the United Kingdom of
an agent or travelling salesman on behalf of a Toreign enterprise would
not normally‘give riée to any income tax liability. (Gcneral Rules 5, 6,
and 10.) ,

(ii1) It 1s not possible to define what constitutes trading in the
" United Kingdam; It may be said, hoWever, that the expression normally
includes the sale of goods under contracts made in the United Kingdom, and
the manufacture of goods or pefformahce of services in the United Kingdorn,
but it does not include the more purbhasé of goods in the United Kingdom,
nor the mere soliciting of orders which are transmitted abroad for
acceptance. '

(iv) A large number of High Couft cases might be quoted to illustrate
these principies; typical ones are Sulley v. A.G. 2 T.C.149, Grainger & Son v.
Gough 3 T.C. 462, Smidth & Co. v. Greenwood 8 T.C.193, MacLa:ne & Co. v.
Eccott 10 T.C.481, W. H. Muller & Co, (London) Iisd. v. TLethem 13 T.C.106.

(v) The answers to the specific questions ars therefore:

(a) the maintenance of a Fixed place of business in the United
Kingdom normally renders the enterprise liable to United Kingdom
tax on profits arising from trading in the United Kingdom.

(v) A permanent employed repfesentative in the United Kingdom would
render the enterprise liable to6 United Kingdem tax as in (a).

‘ /(¢) Normally
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(c) Normally no llability
= (a) The existence in the United Klngdom of a subsidlary comJany
of a forelgn parent company does not give rise to Uhlted
Kingdom llabillty in respect of the parent oompany T's
activities unleos the sub81diary in fact acts ag agent of
l the parent company, “but 1f proflts whlch mleht e expected
to accrue to the suh81d1ary'company are dlverted to the

parent company, such diverted proflts may be taxed as tlough

e i e S

the subs1d1ary were an agent of the parent. (Thls prov1°1on ‘

does not apply where the parent is a British, Dominion or
Colonial Company). (General Rule 7).
(e) None. '

(vi) Under reolprocal aCleements mado under Sectlon 17, Flnance Act,

;1930, with Sweden, Sw1tzerland Finland, Newfoundland Greece, Norway and

France business profits derlved by an enterprlse of one of those oountrles
through an agency in 'the United Kingdom are exempt from.Uhlted Kﬁngdom
income tax unless the agent has a generai authorlty to negotiate ‘and
conclude contracts or unless he hes a stock of goods in the United Kingdom
from which he regularly fills orders, but i such stock 1s merely'held Tor
convenience of delivery and not for nurpooeu of dlsplay, no iiabiilty
arises on profits of sales made under contraCus concluded in the other
country. ‘ o

(vii) Substentially similar rules apﬁly to enterpriseé of comntries
with which the United Kingdom has made comprehen51ve double taxatlon
conventions, and to South Africa. (See Introductory Note).

5e (1) There is no variatlon to the general rule that the resident

'enterprises are chargeable on the whole of thelr world proflts and

non- resident enterprlses on the whole of the proflts made from tradlng »
in the United Khngdom. Mainly therefore profits are ascertained from the

accounts of the enterprlse, though in certaln clrcumstances, where prcflts

cannot be ascertained in the case of a non resident enterprlse, the profits

may be taken as a peroentage of turnover (General Rule 8 Income Tax Act,
1918). In the case of a foreign assurance company oarrying on the
business of life insurance 1n the Unlted Kingdom, the income from the

investments of the life assurance rund chargeable to tax in the United

Kingdom is taken to be the proportlon of the fund's total 1nvestment Income

which the premium income earnod in the Unlted Kingdom bears to the u01ld
premivm income.
(ii The answers to the speoifio questdons are therefore’
(a) only in exceptlonal cases | o
| Ez(b‘)‘ (1) this is

]

N i
L e ! [EIE AN . Y % | !;bﬂf
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(p) (1) this is the normal rule
(2) only in exceptional cases
(¢) only in exceptional cases.
6. (a) Enterprises operating wholly or partly in a British Dominion
or Colony are éubject to United Kingdom income tax in accordance with the
ordinary rules. The special provisions for Dominion or Colonial income
tax relief described in peragraph a (x1) are applicable, however, where no
double taxation convention providing for tax credits exlsts.
(b) No special rules.
(c) (i) Financial institutions generally. Under the general law

these institutions receive any income from interest, dividends, etc., under
deduction of income tax, in the same way as other recipients of income
which is taxable by deduction at the source, although the interest,
divlidends, etec. may constitute gross receipts of their financial business.
In order to avoid double taxation, such income iz excluded in computing

the profits direcfly chargeable to tax under Case I of Schedule D.

(i1) Life Assurance Companies

Life assurance business 1s treated as a separate business apart
from any other business carried on by the same company. (Income Tax
Act, 1918, Sohedule D, Cases I and IT, Rule 15.3 Life Aséurance companies
are llable to bear tax in respect of their life assurance business either
on profits (under Case I of Schedule D) or on the intereat ariging from
the Investments of the Life Fund, whichever is greater (Clerical, Medical
and General Life Assurance Society v. Carter (1809) 2 Tax Cases, 437, 22 0.B.D.
- U4k, ) Vhere the charge is made upon interest and not upon profits, repayment
¢f tax 1s made In respcect of the maragcment eoxpcrscs of the business,
but go as not to reduce the charge below the amount which would be charged
if the assessment wereimade upon profits. (Income Tax Act, 1918, Section 33.)
A life agsurance company is thusg always liable to be assessed in any year in
regpect of its life assurance businesgs on a sum which may exceed but
can never be less than the profits of the previous (basis) year, as
ascertained by actuarial valuation.

In computing the profits of life assurance business for assessment
under Case I of Schedule D, such part of the profits as belongs to or is
allocated to or is reserved for or expénded on behalf of rolicy holdcrs of
. annuitants is excluded. (Finance Act, 1923, Section 16.) »
A life assurance company is chargeable to tax in respect of the
k investment income of its foreign 1ife assurance fund, so far as the income
- is derived from securities etc. outside the United Kingdom, on the sums
recelved 1In the United Kingdom instead of on the full amount of such
income. (Rule 2(b) of Case IV and Rule 3(b) of Case V, Schedule D, Income Tex
Act, 1918), but if those sums are invested as part of the fund then they are

\ /not liable
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not lieble to tax. (Section 46(3) of Tncome Tax Act, 1918 )

Turther, where the foreign life assurance fund is invested in
certain United Kingdom Government securltles, the income therefrom
is not liable to tex. (Section 46(2) of Income Tax Act, 1918 )

(111) Capital redemption business

'Copital redemptlon business so far as it c0nsists of carrying out

contracts effected after 1937 1s also treated as a separate business

‘epart from any other business carried on bV the seme person. In ascertalnlng

whether a loss has been sugtained in capltal redemption business for the
purpose of applying the relief prov151ons 1n respect of trading losses
any lncome from investments held in comneétion with the capital redemption
business is treated as part of the-ﬁrofits of that business. (Section 27
of Finance Act, 1938.) -

(iv) United Kingdom branches of Life Assurance Companies with

their head offices outside the United Klngdom. A.proportlon of the investment

income of the Company's life assurance fund (excluding any annuity fund)
wherever the income is received is deemed to be profits w1th1n Schedu1<

and is chargeeble under Case III " The proportlon ig in the ratlo of "the
premiums received from.pollcy holders resiuont in the United Kingdom and
from pOllCJ holders res1dent abroad whose propogals were made to the
Company's office or agency in the Uhlted Klngdom to the total premlums
recelved by the Company. In ‘the case of a ‘company whose head office is in
any British possession, some other basis may be pregcribed for ascertaLnlng
'the proportion of the investment 1ncome to be charged. ’

The amount of any income or proflts on Wthh the compary has been
otherwise charged to tax in respect of 1ts l1fe asgurance business 1s set
agalnst and proportlonately satisfies the charﬁed computed as above. (Rule 3
of the Rules appllcable to Case IIT, Schedulc D, Tncome Tax Act 1918 ) v

(v) Ses and Air Navigation

The total profits derived from.sea or alr transport by a person
(whether individual or company ) who is re51dent in the United Khngdom,are
chargeable to United ‘Kingdom tax. ‘ ‘ '

A non-resident is chargeable to tax 1n respect of profits derived in

the United Klngdom from sea or air transport. These profits will Dbe

‘ computed in accordance with the ordlnary rules ag explained in 5 above

Under. re01procal agreements, exemptlon from tax is allowable to
persons wvho are not resident in the Uhited Klngdom as follows.‘
United States. Profits from operatlng ships or alrcraft documented
© of repistered in tho United States derived by an inleliual

resident in the United otates or a corporatlon or partnershio

: organized under Uhlted States 1aw.
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Augtralia and South Africa: Profits from operating ships or aircraft

- reglstered in the Dominion derived by a person (individual

or company) resident in the Dominion.
Southern Rhodesia: Profits from operating aircraft derived by a person

(1ndividual or company) resident in Southern Rhodesia.
All the other territories with which comprehensive double taxation

conventions have been made (see introductory note);
Profits from operating ships or aircraft derived by a person (individual or

company) resident in the other territory.
France: Profits from operating ships or aircfafé registered in
France by a company managed and controlled in France.
sreece: Profits from operating ships registered in Greece by a person
regldent in Greece or a company managed and controlled in
Greece.
Iceland, Finland, Norway, Sweden, Demmark: Profits from operating

ships derived by a person resident in the country concerned
or a company menaged and controlled in that country.

(vi) Personal holding companies

There is no special tax on such companies, There are, howcver,
complicated provisions designed to prevent avoidance of sur-tax by
individuals by means of what are known as "one-man" companies, 1.c., companies
under the control of not more then five persons. If such a company incorporated
in the United Kingdon does not distribute to its memberg, in a form liable to
sur-tax, a reasonable part of its income (regard being had to the current
requirements of its business and to its requirements for maintenance and
development), a direction may be made that the whole of 1ts income should be
treated as income of the members for sur-tax purpoges. If the company does
not carry on any trade, but is an investment company, its income is
eutomatically apportioned among its memberé for sur-tax.

(vii) Moving Picture Producers and Distributors

There are no special rules applicable to these cases. The rentals
received are treated in the same wvay as the sale price of goods sold by a
trader. A foreign enterprise digtributing films through an agency in the
United Kingdom is entitled to claim that the amount chargeable shall not
exceed the "merchanting” profit, i.e., the profit which would be made by an
independent distributor. Rentals pald to a non-resident producer are not
taxable in so far as they represent payment for a due proportion of the cost
of production and of the "production" profit.

Under the double taxation convention with the United States, film rentals
paid to & resi@ent of the United States who is neither resident nor trading

- /in the United Kingdom
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3

ifi the United Kingdom are exempt from Uniteq Kingdom tax. Under the °
other double taxation conventions (except those with Canada, Australia end
New Zealand) the same result is achieved, though by different wording.

(viii Other partlcular catepories of enterprlses

The only special rule applicable to quarries, mines, ironworks,
gasworks, waterworks, canals, ‘docks, railways ‘ferries, and similar concerns
is a matter of form and not of substance.y‘The annual value of property

occupied for the purpose of & business 1s normelly allowed to be deducted

+ from the proflts of the business chargeable to tex under Schedule D, such

annual value being geparately charged to tax under Schedule A, In the
cases mentioned, ~ however, the whole 1ncomc, including the annual value of
the property, is ‘charged in one sum under Schedule D, Im elﬁher event
any rent pald to the owner of the property may not be deducted as an expense
in computlng the profits, but tax nay be deducted from any rent paid.
(ix) Charities

Bodies of persons or trusts estaﬁlishea_for charitable purposes only
ere oxempt from income tax on all their income (with only minor and uncommon
exceptions) (Sectlon 37 Income Tax Act 1918 ‘and Section 30, Finance Act,
1921) (C.I.R. v. Gull, 21 T.C,BTH). This examption does not extend %o
cheritics cstablished outside tho Tnited Kingdom.

(d) No special rules. :

(e) To special rules.
Te (1) As explalned above, business profits from activities carried on in
the United Kingdom.are chargeable to tax "irrespective of the nationalﬁty
or dcmicile of the person entitled to the profits, and business proflis from
activities carried on outside the United Kingdom arising to a person 1esiding
in the United Kingdom are charbeable to tax (see 1 above).

(i1) Special provisions applicable to foreign life insurance COmpanies,
and foreign operators of ships and a1rcraft have been mentioned above.
(8ee 6 above)

{111) There are no other cages of difference of treatment of business

- profits depending on the nationality or domicile(of the enterprise or the

location of the property or the orlgln of the income.

8. (a) There are no such provislons in Uhited Kingdom income tax law.

A prov1s1on cf this type in the law relatlng to profits tax is mentloned

in 9(b) below. ‘ o )
(b) The application of doublc taxation agreements to business p*ofits ;

has been dealt with above. (See 2 4, 5, 6, (Sea and Air Navigation) a“*ve)‘

9. (a) Excess Profits Tax ‘

This tax was repealed by the Finance Act 1946 and ceased to be

chargeable ag frem the cnd of that year

/(b) Profits Tex
L T ETT
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(b) Profits Tax

(1) This tax, formerly known as the national defence contribution,
was originaily imposed by the Finance Act, 1937. As from the beginning
of 1947 the basis on which the tax is chargeable has been substantially
modified by the Finance Act, 1947. The tax as now imposed &pplies, with
certain exceptions,'to trades or businesses (including buéinesses
consisting of the holding of investments or other property) carried on
by a bodj corpdrate, or by an unincorporeted society or other body, being
trades or businesses carried on in the United Kingdom or carried on sbroad
by such a body or soclety ordinarily resident in the United Kingdom.

(ii) The tax is chargesebls by refereﬁce to the profite and

distributions of profits for each "chargéable accounting period", which

" 1s normally the yearly accounting pericd of the business, A differential

rate 1s applicable to distributions. The profites of the trade or buginess
are required to be computed for the purpose of the tax on Income Tax
principles, subject to certain modifications. The most importent
modifications are that interest on borrowed money is allowed as a deduction,
that investment income other than dividends and dlstributions of profit
received from bodies corporate chargeable to profits tax, i.e. other than
"franked investment income", is, with certain exceptions, fequired to be
included, and that the annual value of premises owned and occupied for the
purposes of the trade or business is not deducted.

(1ii) The tex is chargesble, as from 1 Janvary 1947, at the rate of
25%, with relief at the rate of 15%, on profits not distributed. (Section 30,
Finence Act, 1947 as amended by Section 7, Finance (No.2) Act, 1947). In
effect, therefore, the rate of 25%, is chargeable only on distributed profits
and undistributed profits are chargeable at 10%. Where the distributions
in a particular period exceed the profits of the period, provision is made
for a chafge on the excess s0 as to offset corresponding relief given for
Previous perilods in res@ect of profits not distributed.

(iv) No tax ig, however, payable where the profits for a chargeable
accounting period of twelve months, including franked investment income,
do not exceed £2,000, Where the profits ; including such income, exceed
£2,000 but do not exceed £12,000, an abatement is allowable squal to the
proportion of l/Sth_of‘the amount by which such profits fall short of
512,060 which is apportionable to the profits chargeable to Profits Tex, i.e.

- to profits exclusive of franked investment income,

(v) The law relating to the tax includes special provisions under which
businesses carried on by persons not ordinarily resident in the United Kingdom
are chargeable to the tax only at the lower, i.e. 10% rate. In the case of

/United Kingdom
|
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United Kingdom eubs1d1ar1ee of foreign parent companiee, prov1eion 1
made for the exclu51on of dividends paid by the subeldiary to the paient
company in computing distributed profite chargeable at the 25% rate
(Section 39, Finance Act, 19h7) ‘
(vi) The comprehensive double taxation conventions listed 1n the
’ introductory note above apply to crofits tax as well as to 1ncome tal _
The proflts tex legislation aleo 1ncludes prov151on exempting flOm the
tax profits arising from the bueineee of shipping, air transport and
certaln agencies in cases where , _

(i) relief from income tax is granted by v1rtue of an
arrangement made with the Government of another country fox
relief from double taxation, and

(ii) the other countiv grants reciprocal exemption from all taxee »
on profits. (Rule 6, Fourth Schedule, Finance Act, 1937)
Existing arrangements to which this prov151on applies are those w1th
- Sweden, Switzerland, Finlaend, Newfoundlend Greece, Norway and France
relating to _agency profite desoribed in 4 above, and thoee with Franne,
Greece, Iceland Finland Norway, Sweden and Denmerk relating to eea and
eir transport described in 6 above.

(¢) There are no spe01al rules relating to the taxation of 1ll cit

profits.

s
f. Income from personal tanglble propertv

1. (i) A person (1ndlv1dual or company) resident in the Uhited Kingdom
is chargeable to tax in respect of his total 1noome from all sourcee
irrespective of his nationality or place of domlcile, and w1thout reéard
to any of the consideratione referred tQ 1anueetions (a) to (f) In the
case of income from sources outeide the United Kingdom the liability of an
individual who though res1dent in the United Kingdom, is not domic1led
in the United Kingdqm or, being a British eubgect is not ordinarily
resident in the United Kingdom lo 11m1ted to the amount of such 1ncome
remitted to pr received in the United Kingdom

(11) An 1ndlv1dual or company not re51dent in the Unlted Kingdomcis
chargeable Yo tax 1n respect of all income from sources within the v
Uhited Kingdom, w1thout regard to any of the other cons1deratione reierred
to, except as, indicated below. : i
2. Mbst annual interest and all leldendu arieing in the United Klngdom
are subjected to taxation at the «ource, The payer of the income 1e ,
required to deduct 1ncome tax atéthe etqndard rate of 9/- in the L, snd
to account for }t £0 the Revenue‘authorities unless the payment ie nmde out

» S L | i
of income which has already been‘uubjected to tax at the etandard raie in hl°

i
f

!
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hands., The profits of a company are charged to tax at the standard rate
“without any deduction for dividends or annual interest payable out of
- those profite, and the company is entitled to deduct tax at the standard
rate from such dividends end interest. If the recipient of the income
is entitled to personal allowances, proportionate personal allowances, or
-any other relief from tax at the standard rate, repayment of an appropriate
. part of the tax‘deducted from the dividends or Interest may be claimed
from the Revenue authorities. Interest-asrising in the United Kingdom which
is not subjected to taxation at the source is liable to direct assessment
in the hands of the recipient.
3, No. ,
L, Cortain British Govermment securities are issued with the condition
that the interest thereon shall be exempt from United Kingdom income teax
if the beneficial owner is not ordinarily resident in the United Kingdom.
In some, but not all, of these cases the exemption does not apply to
exclude the intefest from the computation of the profits of a financial
concern, . )
There are no other modifications of the general rule of the type
* contemplated by question L,
5. See 2 above,

Double taxation conventions

(1) All the comprehensive double texation conventions to which the
United Kingdom is a‘pafty modify in some respects the rules set out above.
‘ (ii) In every case, a resident in the United Kingdom, whether an
individual or a ooﬁpany, is allowed & credit against the United Kingdom
tax on income from abroad in respect of any tax imposed by the country of
origin of the income; the tax, if any, imposed by the country of origin is
commonly either reduced or entirely given up under the provisions of the
convention. Under most of these conventions a resident in the United Kingdom
who receives dividends from the other country is elso allowed a credit in
respect of the approvriate proportion of any tex paid on its profits by
the company pa&ing the dividend in addition to any tax charged on the
dividend itself.

(iii) None of the conventions modifies the rule explained in 2 above,
whereby a United Kingdom company may deduct from its dividends the tax at
the standard rate paid upon its profits, but under all the conventions
an individual‘who’resides in the other country and is neither resident in
the United Kiﬁgdom nor engaged in trade or business in the United Kingdom
is exempt’from.any United Kingdom gur-tax upon dividends from
United Kingdom sources.

/Under

)
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Under the conventlons with the Unlted States, Southern Rhode31a and
the Netherlands, 1nterest paid from a source within the United Kingdcm to
a pereon.re51d1ng in the other country who is neither reeldent nor tradlng
in the United Klngdom is exempt from‘United Kingdom 1ncome and sur- tax
but in the case of the Netherlands the exemptlon excludes 1nterest on

,mortgages on real property. In the caee of the Unlted States and

Southern Rhodesia such exemptlon does not apply in the case of interest
paid by a company to another compeny whloh controls more th&n 50% of the
voting power of the company paying the 1nterest There is no. exemption
of interest under the other conventions. '

g. Income from royaltles on‘patents, etc

(a) and (b) (i) Royalties paid in reepect of the user of a patent
trade mark, or similar property, are chargeable to Uhlted Kingdom income
tax if the reolplent is resident in the Unlted Klngdom, w1thout regard to
the place of origin of the royalty Sucn royaltles are also chargeable
to tax 1f pald in respect of the user of a patent in the United Kingdomn,
whether the recipient is resident in the Uhlted Kingdom or not, and
without regard to his nationality or plaoe of domloile Royaltles pald
to & non-resident in respect of the user of a patent outside the ‘

~ United Kingdom ere not chargeable to tax.

(ii) VWhere a peyment of patent royalties is made in respect of past

_user extending over a ‘period of two or more years, the person to vhom the

"payment is made may claim an ad justment of hig llablllty to income tax

(including sur-tax) to what 1t would have been if the royalty payment had

been spread over the number of complete years (subJect to avmax1mum_of

six) included in the period of user,

(ii1) Where patent rights are sold outrlvht for & capital sum the ;
geller is charged to Income Tax upon that sum less any sum he may prev1ously
have paid in acquiring tho rights. The charge to tax applies to salee of
any patent rights by a resident and to saleu of United Klngdom patent

rights by a non-resident. In the forner case one- 51xth of the aum lS charged
to tax for the year of receipt and for each of the eucoeedlng flVe yeirs,

or at the option of the recipient the whole sum may be oharged to tax for

the year of receipt. In the latter case (sale by a non- reeident) tax is
charged by deductlon from.the purchase price, but the non- resident ' ‘ :
reoipient mey Clalm an adgustment of his liabllity to income tax (inc udlnb
sur-tax) to what it would have been if the ‘capital sum had been epreal
evenly over six years.

(iv) Expenses incurred by a trader in actually dev151ng a patent :d

invention or in oonnectlon with the grant or renewal of a patent are Lllowed‘;'
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‘as a deduction from profits. Similar expenses incurred by a non-trader
are allowed as a set off agéinst his income from patents.

(v) Earned income relief (see paragraph a(vi)) is allowable in
respect of any income from patents where the person receiving the income
actually devised the patented invention, whether alone or jointly with any
other pérson. ) '
(¢) The origin of the capital used in the exploitation of the patent is
not relevant, »

The above rules are modified by international tax agreements as
follows: ,

' Where patent royalties are paidlto a resident in any of the
countries with which the United Kingdom has made comprehensive double
texation conventions (except Canada) who neither resides nor trades in the

United Kingdom, the royalties are exempt from United Kingdom tax.

“h. . Income from royalties on copyrights and other intellectual properties
o1, (a) and (b) (i) Copyright royaltiss received by an author residing
and exercising his profession in the United Kingdom are treated as forming
part of his professional profits and gains, and as such are charged to =~
tax irrespective of his nationality or domicile, or of the country
protecting the copyrisht, or cf the nationality or domicile of the
licenses, .

(ii) VWhere the usual place of abode of the recipient of copyright

royalties, other than in respect of cineﬁatograph rights, peaid by any

' person‘in the United Kingdom is not within the United Kingdom, the royaltiles
are payable subject to deduction of income tax at the standard rate, after
meking allowance for agent's commission. (Section 25 of the Finance Act,
1927, and Section 18 of the Finance Act, 1930.) This texation does not
depend'on the nationality or domiciie of the licenser or licensee, but doss
not apply to royaities paid in resvect of copies of works exported from thé
United Kingdom for distribution outside the United Kingdom.

(iii) The owmer of a copyright in the United Kingdom, not belng the
author, whose usual place of abode is in the United Kingdom, is chargeabls
by direct assessment in respect of the royalties as being income from

g préperty in the United Kingdom, irrespective of his nationality or
domicile.

(iv) The owner of a copyright not in the Uailted Kingdom who, not being
the author, resides in the Unlted Kingdom is chargeable on the royalties
arising to him, uniess he is not domiciled in the United Kingdom, or being
a British subject'is not ordinarily resident in the United Kingdom, in
either of which cases he is ohargsabie on}y on thé sums remitted to him in

the United Kingdom. /(¥) Publishers
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(v) Publishers who carry on bus1ness in the United Kingdom are
chargeable on their profits from such business, 1ncluding any profits from
the user of copyrights they have acquired
(¢) The origin of the capital used in the exp101tation of the copyripht
is not relevant

The above rules are modified by 1nternatlonal tax agreements as
follows:

Where copyright royalties are paid to & resident in any of the
countries with which the United Kingdom has made comprehensive double
taxation conventions who neither resides nor trades in the, United Kingdom,
the rOyalties are exempt from United Kingdom tax. In the case of the
United States, the exemption extends also to rentals for 01nematograph

films. In other cases, £1lm rentals are dealt with as described in

(o) 6 (vii).

J. Private pensions and annuities

Porisions

1. (1) Pensions payable to perqons who are reslident in the United

Kingdom for income tax purposes are, ‘in general liable to income taJ under
Schedule E of the Income Tax Act 1918 on their full amount but per51one
pald by or on.behalf of en employer res1dent ebroad are liable to tax
on the basis of the amounts paid or received in, remitted to or brought
into the United Kingdom (under Cagse V of Schedule D or under Schedule E -
gee Section 17, Finance Act, 1923, as to certain cases of former employees
of Dominion or Colonial Governments) This rule is subject to the further i
exception that under double taxation conventions pensions paid for
services - other than.serv1oee in connection with trade - rendered to the
follow1ng Governments are not charged to tax in the circumstancee stoted
United States and Netherland exem@t unless the penSioner 1s e
British eubject and not also an,Amerioan or Dutch citizen Canada
South Africae and Southern Rhode81a. exempt 1f the remuneration was exempt.
British colonies listed in openlng note exempt unless the pensionei is
ordinarilv resident in the United Kingdom ‘ '
(ii) Pensions paid by United Kﬁnrdom employers to persons resident

ebroad are in general liable to tax; put pen51ons paid for services

'rendered outside the‘United Klnﬂdom the earnings of Wthh vere not Liable

to tax (see peragraph (k)) are not liable to tax if the pen51oner ie not
resident 1n the United Kingdom » Pen81ons vaid by the United Kin"dom

Government to persons resident in Australia or NeW'Zealand are exempi from

‘United Kingdom tax under the double taxation conventions w1th these

countries .
N . f i ) o /(111) Pensions

’? ooty
HQ§
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(i11) Pensions paid by employers resident outside the United Kingdom
t0 persons resident outside the United Kingdom are not liable to tax.
(iv) Wounds and disability pensions pald to members of the Armed
Forces, simiiar pensions'paid by foreign govermments, and certain
allowances to civilians in respect of war injuries, are not taxed.
(v) Subject to these genmeral considerations the answers to the
Bpecific questions, so far as pensions are concerned, are:
(&) The nationality of the péyer is irrelevant. The nationality
of the payee may affect the amount of tax payable by & pensioner
resident abroad (cf. paragraph k(3)).

The domicile (i.e.,ythe country of permanent home) of the payer
and payee is not felevant in deciding whether a pension is taxable
under Schedule E or Schedule D, ~ase V; but as explained above the
regsidence of the payer may be relevant for this purpose.

(b) The place of péyment of the income does not affect the liability
to tax. ‘ |
(c) The liability to tax of a pension follows in geﬁeral thé
liability to tex of the remuneration for the services, as to which R
the place of employment may be relevant (see paregraph (k)). ‘
Annuities ¢:
(vi) ALl ennuities arising from sources in the United Kingdom (other
then annuities péyabie out of a public revenue, which are liable under
Schedule C) are liable to United Kingdom income tax under Case IIT of
Schedule D of the Income Tex Act, 1918. The normal procedure is to charge
tax af the standard rate in respect of the annuity on the payer who is
entitled to deduct and retain an e@uivalent amount on paying the annuity.
In certain circumstences, as an alternative, a direct assessment may be
made upon the annuitant.
(vii) Annuities arising from sources outside the United Kingdom are
liable to United Kingdom Income Tax only if the annuitant is resident in
the United Kingdom. The liability is normelly computed on the basis of
the full amount arising, but if the annuitent is not domiciled in the
United Kingdom, or 1s a British subject not ordinarily resident in the
United Kingdom, or if the annuity‘arises from the investments of the
foreign 1ife assurance fund of an assurance company, the liability is based
upon the amount received in the United Kingdom. The charge is in general
under Case V of Schedule D, except that in the case of;anﬂuities payable
through a person in the United Kingdom out of the public revenue of any
country outside the United Kingdom the charge is under Schedule C.
’ (viii) In considering in any particular case whether an anmuity arose from
8 source inside or outside the United Kingdom, it would be necessary to
l ‘ /take into
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take into account all the relevant circumstances, and it is, therefors,
impossible to lay down any genersl rule. In the case of an annuity payable
under a private contract, however, if the annuity were paid by & person
in the Unived Kingdom cut of funds in the United Xingdom, that would:
congtitute prima facie evidence that it ardse from & United Kingdom source.
The considerations to be teken into account in declding this question would
not include the nationality of the payer or payee of the annuity.
(ix) The answers to the specific questions, so far as annuities are
concerned, are therefore:
(a) & resident in the United Kingdom is chargeeble to tex in respect
of any annuity, wherever it arises, and irrespective cf his
nationality or domicile. A non-resident is chergesble in respéct
of an annulty from United Kingdom sources.
(b) and (c). Both these coneiderations may be relevent
(see (viii) above).

-Pengions and annuities - international tax agreements

(x) Under all the comprehensive double texation conventions medo
by the United Kingdom, and under the conveﬁtion‘with South Africe, private
pensions and purchased annuities arising from United Kingdom sources to &
person who is resident in the other country and is not resident or
trading in the United Kingdom are exempt from United Kingdom tex.

k. Barned income from personal services private employment or liberal

professions (fees, wages, salaries)

1, In general, a person who is resident in the United Kingdom ig liable
to income tax on his earned income from all sources whether in the

United Kingdom or abroed; a person who is not so résident is liable to
United Kingdom tax on earned income only if it arises from sources within -
the United Kingdom, In the case of income from United Kingdom sources

the liability (under Case ITI of Schedule D or Schedule E) is based on the
full income; in the case of income from sources outside the United Kingdom
the liability (under Case V of Schedule D) is based on the amounts
remitted to or feceived in the United Kingdom. |

In géneral the source of the income depends on where the employment

or profession is exercised but there are some exceptions to this rule.

The income from a "public office or employment of profit in the United
Kingdom" (Rule 6 of Schedule E, Income Tex Act, 1918) arises from a United
Kingdom source and is liable to tax whether the holder of the office
resides, or carrles out his duties, in the United Kingdom or abroad;
under this Rule members of the British Fb;ces, British Civil Servents
and directors of British companies are liable to tax on their earnings

' ' /vwhether

e
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whether they serve in the United Kingdom or abroad, Further the Courts
have held that a person employed abroad by a British company but resident
and recelving part of his pay in the United Kingdom received income from a
United Kingdom source and was liable to tax under Schedule E on his full
earnings; they have also held that an employee of a foreign concern who
worked partly in the United Kingdom and partly abroad under a contract
signed abroad and whose pay was paid wholly abrcad received income from a
foreign source. , .

Subject to these general considerations the answers to the svecific

questions are -

(a) a British national resident abroad is not liable to income tax
on income from foreipn sources such as a profession exercised
wholly abrocad or an employment abroad under a foreign employer;

(b) a British national resident abroad is liable to income tax on
income from domestic sources (e.g., income from a United Kingdom
Government post abroad or the direc¢torship of e British company
or a profeésion exercised in the United Kingaom) but not on
income from an ordinary employment under a United Kingdom employer
if it is carried on wholly abroad;

(¢) a British national resident in this country but carrying on a
profession or employment.({other than a "public office" within
Rule 6 of Schedule E) wholly abroad is taxable under Case V of
Schedule D on the basis of the income paid or received in,
remitted to, or brought into this country;

(@) the length of residence abroad and in the United Kingdom are
relevant factors in deciding whether a British nationel is
resident in the United Kingdom for income tax purposes. If he
ves normally resident in the United Kingdom he would not cease to
be resident if his absence abroad did not include at least a
complete income tax year (emding 5 April) and even if his
abgence did include a complete income tax year, he would remain
resident here for income tax years other than years of complete
absence 1f his visits amounted to as much as three months a year,
on average, or if a house were meintained here for his use and
he visited this country year by year.

2. The nationallty of the individual entitled to the income does not
affect the liability to income tax (but see 3. below).

The answers to the specific questions ere therefore

(a) As at 1 (b)

(b) As at 1 (c)

(c) As at 1 (a). /3.  Although
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3. Although natlonal ty dosy not affoct tne 1iability to ihcoms tax
'it may An certaln 01rcumstanoes afreck the ‘amount of tax paysble. A
fore15ner vho is resident in the ﬁnlted %inpaom for income tax purpos<s
can claim.the same 1ncome tax allowances and rellefs as if e were P
Britlsh subjeot but 1n general a forelgner who 1s not 80 re51dent ‘18
-not entltled to, Clalm any 1ncome tax allowances or rellefs a"ainst in Jome’
from Unlted Klngdom sources, whereas 1 Brlélsh natlonal noﬁ re51dent in
the United Klngdom oan Clalm a oroportion of his normal allowances and
reliefs (Section 2k, Finance Aot '162'0) (see paragraph A(T)(a)).

‘ Apart fron thls p01nt the vnswers o questlons lgﬂnd 2 “do mok aeoend
on ‘the nutlonallty or dom101le of the pa;ee or payer. ‘e ﬁlﬂce of
payment of the income maJ,.however be &' rélevant Fhctor in ‘some cases of

”employments carried on outs1§e the Unit &.Klngdom.(see the second
paraﬁraph of ‘1 above) oo ' SR .
4, (a) In general 01v1lian emplovees of the Unitea Kingdon Government
: ‘ (other tnar purelJ temporary employees in minor posts abroal)
are 1iable to tax on thelr earnlngs whether they serve 10" the
Unitea Klnﬁdom or abroa@ Turely temporary empioyees workid
: in minor posts abroad are not liable to tax on their earnlr g 1f
they are rot r851dent 1n the Unlted Kingdom for income tax
ppurpose ST R T g
(b) Brltluh natlonalu employed 1n the Unlted,Klngcom by foreign

governmen%s are liable io tax on’ thelr earnlnﬂs in the ordinery
'Lﬁf yEY. (Thls normally applles wne%her or noﬁ they aldo podséss
other natlonallty, but Eriulsh nationals employem by the '
Uhited.states or Netlerlan&s dovernments are exempt under
double taxatlon convenélons, ff they ‘also possess American or,
ag the case may be Netherlan&s na%ionall£y ) 'Torelen
Government employees working fn the Unlted Klngdom.who are not
Britlsh natlonals are not 11able to tax on their earnlngs unléss
they areaemploye& in connection with e trade fusihess oF other
undertaklnq carried on lor‘the gurposes of profjt (oection 20, o
- Finance Act 1930) S o , : ' P
Eoreign Government employees Worklnb outside the United Kingdom

are not ilable to 1nco%e tax ?n their earnings so ﬁong a% bhey are f 3

P P

; ot re31dent in the Unlted.Klngdom.
P (c) The answer to thls is covered by sub-paragraphs (a) and (b)

4§ od 2
i i : i H

-y

e ll%,ii i

AR boven .
{ d) Mllltary personne”l of the Ini'bec'i K:T.ngdom Torcés ave s Tike 0ivil

Servants, liable to tax on their ‘eérnings wherever*thej are servlng

N——
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Members of the Armed Forces of forelgn governments on duty
in the United Kingdom would not be taxed on their Service pey
vhere a double taxation convention is in operation,

! (e) Foreign diplomats, members of their staffs and forolgn consular

’ staffs (other then British nationals) serving in the United

K Kingdom are not liable to tax on {heir earnings. A consul for
& foreign State in the United Kinsdem is not taxed on his
cearnings from his post as consul, whatever his nationality
(Section 20, Finance Act, 1930)

Diplomatic and consular personriel in United Kingdom
Government service are taxed in the Bsame way as other Civil
Servents (see sub—parabraph (a) above),

5. The same prlnciples apply in the taxation of professional earnings asg
in the taxatlon of income from employments.

Double Taxation Conventions

Two modifications of tﬁe above rules are made by double texation
conventions {apart from the modifications already referrec to),
1. . A resident of the other country vho performs services in the
. United Kingdom on behalf of a resldent of the other country and is taxed
there is exempt from United Kingdom tex if he is in the United Kingdom for
less than 183 days in the year of éﬂsessment. This exemption does not
apply to public entertainers except in the case of those from the U.S.A.
2, . A profeséor or teacher from the other country who visits the
United Kingdom to teach for a period not exceeding two years is exempt
Pfrom United Kingdom tax on his remuneration.
Other Dirsct Taxes ;
There are three other direct taxes imposed in the Unlted Kingdom, all

of only minor importance.
(1) Lend Tax |

Land tax is an annual tax which was originally imposed upon all land
and buildings in Greot Britain (but not in Irelanc). Owing to redemptions and
other causes, much real rroperty is‘not now liable to the tax. The rate of
tax payable on property which is still chargeable varies ac001d1ng to the
‘locality, but cannot exceed 1/- in tho L (5%) of the annual value es
determined for income tax purposes. The nationality or domicile of the

| - owner of the property is of no relevanoe.
- Total relief from the tax is granted if the owner of the property has a

total income not‘exceeding £160 a year, and an abatement of one-half of the

’tax is allowed to owners whose total 1ncome does not exceed EL00.
' S f /Ihe liability
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' The liability to land tex may be redeemed by tﬁe ovner on payment of
an amount equal to 25 times the tax asseésed on the property for the year
1939/40. | |
'(2) Mineral Riphts Duty

Mineral richts duty is an ammual tex of 1/~ in the & (5%) on the
rental value of ‘a1l rights to work minerals and.of all mlneral way lenves

in the United Kingdom., It is not charged in respect of clay, sand chalk,
limestone or gravel, The natlonallty or domlclle of the reolpient of

the rent (or of the proprietor if lhe works the minerals himself) is not
relevant, | |

(3) Corporation Duty

Corporation dutj is an annual tax of 5¢, of the net annual,value income
or profits of all real or personal property held by a body of persons, except
bodies carrying on a trade or business, local authorities, friendly
gocieties, trade unions, and.charities. ‘The duty was 1mposed.by way of
compensation to the Exchequer Tor the non-liability to death dutles ‘of
property vested in bodles corporate but the exemptlons are so wide that

the 1iabillty falls only on a small mmber of associations and societies.

/11, gepital
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IT. Capital Galns Tax

The taxation, in certain circumstances, of capital sums received for
the sale of patent rights has been described in the reply to I. &. Apart
from thig provision there is no taxation of capltal gainsg in the
United Kingdom other than where the gains form pert of the normal annual

profits of a business such as a bank or insurarnce company.

ITI. Capital and Property Taxes

a. General property tax

(1) The "special contribution" is a "once-for;all" levy imposed by
the Finance Act, 1948. Tt can be regarded as a levy on capital, but is
measured by‘the investment income of Individuals for the fiscal year 1947-48,
It is chargeable in the case of individuals whooe "total income" for 1947-48
wap more than 22,000 and whosge "investment income" for that year was more
than ¥250, It is not agsessed on the income of companies or cother
artificial persons. "Total income" is computed, subject to certain
modifications, in the same way as total income for income tax purposss
(see paragraph I a(v) above): invéstment income means, subject to certain
modifications, income other than earmed income (earned income means, broadly,
income from.employments; rensions, trades, professions or vocations).

(11) The rates of contribution are as follows:

Slice of Rate of
Investment Income Contribution in the k
Flrst 250 Nil

E250 - E 500 , 2s. 0d
560 - %1,000 kg, 0d
£1,000 - £2,000 v 6s, 0d
2,000 -~ E5,000 8s, 0d
Excess over &5,000 ‘ 10s. Oa

If, however, an individual's total incoms exceeds BE,OOOSby a small
margin only, the amount of contribution is limited to the excess of the
total income o#er E2,000,

(1ii) As a general rule. the -income of a married woman living with her
husband. is treated as the husbend’s income but if the husband does not pay
the tax can te recovered from the wife, '

(iv) If the investment income of an individual includes income arising
under a'trust, he cen in the ordinary case either (a) pay the full
‘contribution himeelf and recover from the trustees the part attributable to
his trust income or (b) disclaim liability for that vart, leaving the
Revenue to collect it from the trustees direct. Contribution is not
however recoverable either by a beneficiary or by the Reverue from a foreign
trust, i.e. a trust coverned by the law of any place outside the United

Kingdon. /(¥) Contribution
Approved For Release 2006/09/27 : CIA-RDP57-00384R000400040028-5



(v) Contrlbution is payablejon 1 January l9h9 It may be paid in
f advance under discoupt of 2% per ;nnum, if pald after 1 January 1t carries
- interest, at ¢7 per annum.from.that date.' i ‘
s (vi) All 1ndiv1dnals domlciledrin thls country are chalgeable whcther
%;or ndt they are reeident An ind1v1dua1 who was not domiciled in the

 United Ki

ngdom for the year 1947 h8 1s not chargeable to contributlon

,was resident in the Unlted.Kin dam for that Jear and aleo had

’:‘been ordinarily ros1dent here for the ten yeers ended 5 Aprll l9h8 ‘ if an

i ]
:’individual receives investment income from sources out31de the United Klngdom -
; but is not chergeable to 1ncome tax on that 1ncome because he 18 not Jesidenu

l

or, if r651dent s not dom1c1led or not ordlnarlly reeldent here and the
; income is not remitted to thls countr{ (eee paragraph Ia (1v) above) he ’
18 not chargeable to contribution on that 1ncome even though he may b(
2 chargeabie to contrlbutlon on his 'other investment 1ncome. ‘ ' -
(Vil) A measure of rellef fron contrfbutlon may be clalmed by the SR
: directors of a prlva%e company on. dividends recelved from the company 1f
_ they have a controlllng interest 1n tﬂe company ‘and work full t1me 1n its
N business.‘ Relier may also te claimed in certaln c1rcumetances where Yhe'
N income received in 19@7 h8 from any assets 15 more than a full year s o
e . income. ,f f S o : ~(4 ‘: Ez '2'11
(v11i) There ie no other general property tax 1n the Unlted Kingdomu ; ;j ; ,
(xl) ;The anewers to the spe01f1c quéstlons are therefore- o : % ii g ‘%
L (a) Mo A S
(D) Yes: ;cnargeebiekf%r one‘geérionly.
_ l:(c)f No ’ o
2. (a) To
, o (b) To
o) o
' k <:See (vz) above. ‘ ) .
ef‘3. fNot relevant, 31nce onl% rnveetment nncome 1s chargeable.i : o

ok NO- s g
b, Real PropertJ Tak'

S IR I T BT T S N I T
R B I i IR R ot

; There ls no tax unon the capltal vaiue 01 real property 1n the Uhlted
- . : i H “ :.:'» .

Kingdom. R .
As alreadyfexplained under I](b) the annual value of real prope"ty

* » ,in the Uh;ted Kin dom.is re@arded as 1ncome of the owner forilncome t(

‘ purposes whethez the property 15 occupled by hlm.or let to a tenant
: : o4 B 1 EE LA I i
. Co ; Personel Pro ert Tax | |
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1. the amount of the authorized capital or of any increase thereof,
of limited liebility compenies registered in the Ijnited Kingdom or set up
by Act of the United Kingdom Parlisment;
2. the ajnoﬁnt, or eny increase thereof , contributed by a limited partner
in & registered limited partnership to the pertnership capita.l;
3. the amount of the loan capital (debenture stock, etc.) of any local
a.uthority, corpuation company or body of persons formed or established in
the United Kingdom.

(ii) All thege d.utles are ad valorem duties. In no case is the amount
o:f duty affected by the place in which the company etc. operates,
| (i11) The answers to the speclific questions are therefore:

1. (a) Foreign corporations are not liable.

(p) No.
{c) No.
v " 2, No.

IV Succession end Gift Taxes

’ l. 'I'he three Death Duties which are chargeable in relation to deaths
occurrlng at the present time may be divided into two classes. The first

class is represented by the Estate Duty, which is a‘mutation duty payeble on
the passing of property on deeth. ihe second comprises the Legacy and

Succession Duties ’ vhich eare e,cg.uis:itio,n duties payable on the acquisition of

property by beneficiaries. A brief description of these three duties is given
below. There is no gift tax as such.,

: ‘ Estate Duty
2. The Estate Duty wes imposed by the Finence Act, 189h and is leviable
under the’ provismns of that Act as varled from time to time by subseq_uent

" Finance and other Acts.
, It is an ad valorem graduated tex. Generally speeking it is charged
on the principal value of: o ‘

(i) All property 51tuate in Great Britain whether moveable or
imoveablc, gettled or not settled, which is deemed to pass on
death: ‘the 1iability in xespect of such property attaches
irrespectiv'e of the domicile or natioziality of the deceased; and

: (i1) Moveable property situate abroad if the owner on whose death it '
O passes was domiciled in Great Britam or if the property passes

' under a dlspositlon governed by the laws of Great Brl‘bain.
Property which 1s deemed to pass on death Includes:

: (a) Property of which the deceased wes competent to dispose (e. o&e, DY
'bhe: »exerclse of a general power of e.ppointment) whether actually

/(v) Property in
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Property in which the deceased, or any other‘person, had an‘
interest ceasing oh the death of the deceased to the extent to
which & benefit erises by the termination of that interest

(e.g., the cesser of en annuity).

Property the subject of a donatio morfis causa (i.e., a gift

in contemplation of death and to take effect only in that event).
Property the subject of a gift inter vivos made by the deceased
without reservation within three years of death in the case of

e’ death before 10 April, 1946, and within five years in the case
of a death on or after that date, In the case of gifts for
public or chariteble purposes the period is twelve months in all
cases., Monies paid or epplied in reduction of debts are in
certain circumstances to be tfeated as a gift by the deceaged.
Exemption is granteé where the gift is made in consideration of
merrisge; or is shown to have been part of the deceased's normal
expenditure and to have been reasonable; or in the case of any
donee does not exceed Bl00 in value. There are special exempbtions
in the case of gifts to the Natlonal Debt Commissionérs, gifts of
lend to the National Trust for the puilic benefit, and gifts to
the Crown during the war., There is a;so power to remit the Death
Duties in respect of lands given to the Commissiohers of Wérks or
to a local authority for preéervation as an anclent monument.
Property the subject of a gif't inter vivos made by the dscegsed

at any time if possession and enjoyment of the subject matter of

the gift was not immediately assumed by the donee end retained Ty

him to the entire exclusion of the deceased or of any benefit to
him by contract or otherwise.

Property passing under any settlement made by the deceased under
which he reserved any interest or power to regain an absélute
interest.

Property which the deceased has voluntarily caused to be vested
ih.himself and another person jointly either by transfer or by
purchase in the joint nemes so that the other person tekes an
interest by survivorship on the death of the deceased.

Money receivable under a policy‘of insurance effected by the

deceased on his life so far as kept up by him for the benefit of

© a nominee or assignee,’

Policy Monies, annuities end other benefits purchased or provided

(1) by the deceased, either alome 6r with some other person, or

(2) by a person who wes at any tiﬁe entitled to any property
derived from the decessed, to the extent Of the benefit arising or

eccrulng on the deceased's dgath. /(J) Property

Approved:For Réler‘a3612006l09/27 : CIA-RDP57-00384R000400040028-5
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(J) Property in which an interest limited to cease on a death
was disposed of or determined, whether wholly or partly and
whether for value or not, within a specified period before the
death, if there was no reservation, or at any time if there was
such a reservation. , » ' -

(%) Agsets, or a proportion thereof, of a company under the control

of not more then five persons where the deceased had at any
time made a transfer of property to the company and within a
certaln period enjoyed any benefits from the company.
3. Immoveable property situate out of Great Britain devolving as such is
not liable to Estate Duty. Movesble property situate out of Great Britain
is chargeable with Estate Duty:
(1) If the owmer was domiciled (i.e., had his permenent home) in
gome pert of Great Britain (except in certain cases where it
passes under a disposition maede by a person domiciled abroad); or
(ii) Irrespective of the deceased's domicile or nationality, if’it
passes under a disposition governed by the laws of Great Britain.
4, The clagsification of property as "immoveable" or "movesbls" is
relevant only where some non-British element is involved., Immoveable property
compriges lands end buildings and interests therein, including leasehold
interests: moveable property includes all other property whether tangible
(such as goods, furniture, etc. having a physical situation) or intangible
(such as stocks, shares, policy monies, etc. consisting only of rights).
5. For fiscal purposes a locality has to be assigned to every type of
property. As regerds tangible property the physical situation of the thing
owned determines its locality, but the locaelity of intangible property varies
with the type of property. For instence, a simple contract debt is situate
where the debtor resideé, but if the debt is crested by a document under seal
it is situate under English, though not under Scottish, law in the place where
the document is found. '

The Finance (No., 2) Act, 1945, and the Finance Act, 1948, provided for
statutory effect to be given by Order in Council to agreements made with
other countries for determining the situs of property for the purposes of
Estate Duty. Such agreements have been made with the United States of
America, Cenada, South Africa asnd the Netherlands,

6. TEstate Dubty is leviable according to a graduated scale. With certain
exceptions (e.g., in the case of property in which the deceased never had an
interest, end in the case of small estates not exceeding 2,000 exclusive

of property settled otherwise than by the deceased's will) =ll property passing
or deemed to pass on the death is, i1f chargeable with Estate Duty, to be
aggregated to form one dutiable estate. The rate of duty charged isg fixed by
reference to the total value of the property so aggregated.

Approved For Release 2006/09/27 - CIA-RDP57RI RSB 064BIBHRR28-5
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Property exempted from aggreéation is_treated as an estete by
1tself, - L | -

The present scele of rates oﬁ Estate Duty, imposed by the Fineﬁce
Act, 1946, is set out in,an.appenaix to this note. Margipal relief"in
given where the total value of the estate slightly exoeeds one of the
steps in the scale, | h
T. The valve upon which Estate Duty is payable ig the prlnClpal value,
. as at the date of death, of the property ‘passing, end such value is the

price which the property would fetch if sold in the open market at the time,

of the death of the deceased. The Courte have held that an open market

where no purchaser cen be excluded haspelweys to be postulated. The

Finance Act, 1940, contains provisions fortthe valuation on an assets basis
of shares and debentures in oertain compenies in speclal circumstances.

In estimating the net prrqcipal veloeyof the property liable to duty,
deduction is allowed for reasonable funeral expenses and, subject to
certain restrictions, for debts and’incuﬁbraﬁces created bona fide foi
full consideration for the deceased's own use and benefit, There 15 a
restriction on deduction where the con51derat10n for the debt Was given by
& person who at any, tlme was entltled to property derlved from the dezeased.
8. A quick succession allowance is given where Estate Duty is payeble ‘
in regpect of land or a bu51ness twice wlthln five years. Allowance :is
also given for certain older;duties payable before 1 August, 1394, end in
certain oircumstances'for Settlement Estete Duty previously’paid in respect
of the property passing. - ‘
9. Of the provisions for exemption and relief from.Estate Duty the
following may be mentloned

(a) Where Estate Duty has been pald in respect of settled prope"ty,

o Estate Duty is not again payable on the death, during the
continuanoe of the settlement of the husbend or wife of the
persons on.whose death the Estate Duty was paid, unless such
husband or wife was competent to ‘dispose of the property.

(b) To the extent that property passes on the death of the deceased
only by reason of a bona fide purchase for full con81deratlon.from
the deceased it is exempt from.Estate Duty, Special provisions ’
epply in the case of transfers to certain relatives and comaanles;

H(c) The estates of common seamen, marlnes soldlers and alrmen,

'L_dying in Els MaJesty s serv1ce, are exempt from Estate Duty, but
this exemption does not extent to property settled on the deceasei
- by another person. !

f(a) In other cases,

idasei 2D08/09/47 « CIA-RDP 5700384 R000400040028-5:
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(@) 1In other cases, subject to the recommendation of the
; \ appropriate Department, relief from death duties in respect
of property passing to certain neer relatives is given if the
\deéih occurs on active service, service of a warlike nature or
\service which involves the same risks. Total reliefl is given
vhere the value of the property so passing does not exceed
15,000, a percentage only of the duty being payable in respect
of eny eXcegs ebove this amount. Relief is also given in the case
of the masters and members of crews of ships and civilians who die
from causes arising out of the operations of war.
(e) Certain British Government securities are expressly exempt fron
duty while in the beneficial ownership of persons neither
dom%ciled nor ordinarily resident in the United Kingdom.
(f) - Where moveable property situated in a British Possession is
liable both to British Estate Duty end to a death duty in the
Possession on the same death, relief may in certain circumstances
be given so thét the property pays, in effect, only the larger ol
the two taxes., Jimilar arrangements have been made in regard to
Northern Ireland and Rire. The Finance (No. 2) Act, 1945, provided
for statutory effect to be given by Order in Council to agreemsnte
with other countries (vhether part of the British Commonwealth or
not) for the avoidance of double taxation. Agreements have been
mede With the United States of America, Canade, and South Africa.
In the case of other countries where no arraﬁgement for reliéf
from double taxation exists, a deduction for the duty paid where
the property is situate is allowed against the value of the property
for the purpose of the British Estate Duty.
+Collectlion of Estate,Duty N
10. An a@plication for a grant of representation must be accompanied by an
affidavit containing perticulars of all the property passing on the death
of the deceased. On.deliveryvof the Inland Revenue Affidavit the executor
must pay the Estate Duty in respect of all personal property of which the
deceased was at hié‘death competent to dispose. The duty on any other
persconal property passing on the death may be paid at the same time; otherwise
1% is payable within six months after the death. ZEstate Duty on realty is
payable within twelve months of the death, but is may be paid in eight yearly
or gixteen half-y?afly instalments+ Estate Duby payable in respect of an
annuilty provided Ey the deceased may be paid in four yearly instalments, the
ffirst a year after death. Payment of duty in respect of an interest in
éxpectaﬁcy may if desired be deferred until the property falls into
possession, but the value at the date of the deceased's death must be included

/for the purposes
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for the purposes of aggregatlon.' Slmple interegt ucon.Estate Duty, at
~present at the rate of 2 per cent per annum net 1s normelly charged as
from‘the date of death in respect of cersonalty and as from tWelve m)nths
efter the death in respect of realty. L o ' '

: : ' Legacy buty end Succec51on Duty

l;. Legacy Duty and Succese1on.Duty together form the second of the two
. clesees of Death Dutles chargewble 1n,connect10n.with deaths occurrlug et
“the presentc time. They are acquleitlon duties on beneficiaries snd are
complementary to one another. The w1de scope of the Succession Duty Act,
‘41853, embraces everythlng Wlthln.the sCOpe of the Legaoy ‘Duty Acts, but
there is express prOV1s1on that no person charged Wlth Legacy Duty shall be
charged ‘also with Sucoession.Duty in recpect of the'uame property.

s . : Charge to ieancy Duty '

12. The charge of Legacy Duty, the extent of the clalm.and the ba51e of
icomputatlon are still regulated hy the iegacy Duty Act 1796, and the
Stamp Act 1815, ae amended by eubsequént Acts. The duty is at present
payable 1n.respeot of leoacies (1 e., grrts of oerSOnal estate by will)
-residues of personal estate dev01v1ng bJ w1ll or intestacy and donatlones
mortis causa. Leaseholds and glfte taklng effect out of the proceeds of real
‘estate have been exempted from,Legacy Duty and are chargeable with
vSucce551on Duty. ‘ h é
‘13. Legaoy Duty 1s payable in respect of all the moveable property wherever
‘situate of a testator dy1ng domlclled 1n some part of Greot Brltaln, and may
extend o 1mmovewble property abroad.whrch is subJect to o' frust for sale.
’?Conversely no Legacy Duty 1s payable 1n re pect of moveable property elther
;abroa& or in this country on the death of a teatator domiciled outelde '
JGreat Brltaln. ; . ' o |

,14. The rates at wh1ch Legacy ﬁuty 1s payable very according to thc
pconsanguinity of the benef1c1ary to the testator or 1ntestate.’ The ratee of

]

A‘duty are glven below ‘ o

; 1 (SIS ST /I U I S ]
Consanguinity of beneficiary to testator or
intestate (Relatives of the half blood stand Rate of duty
on the.same footing as those of the whole blood) per cert.

Husband or wife
Lineal ancestor or issue

Brothers and sisters or their descendants 10

Any other person ' ’ ' 20
Public or cheritable purposes 10

‘QKA beneflalary

SOS—————
A
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A beneficiery married to & person of nearer consanguinity is
chargeable at the lower rate applicable to his or her wife or husband,
The Adoptlon of Children Act, 1926, and the Legitimacy Act, 1926,
provide for children adopted or legitimated to be treated for Legacy
Duty purposes ag if they were born_in wedlock. Similar provisions now
apply as bétween a mother and her illegitimate child.
15, The value upon which Legacy Duty is payeble is to be ascertained
as at the date of retainer, including accretions since the deceased's death,
The value of an annuity must be calculated according to the tables annexed
to the Succession Duty Act, 1853. Where the value of the benefit can only
be ascertained from time to time, Legacy Duty is chargeabls upon the
actuel payments as and when made. ‘
Charge to Succession Duty

16. Under the Succe581on Duty Act, 1853, Succession Duty is chargeable
whenever a person becoimes entitled to any property, or to the income of
any property, upon a death. It thus extends to any benefit arising upon a
‘death whether under a will or intestacy, an inter vivos settlement or other
&isposition,‘but as already noted is not payable in respéct of benefits which
are also chergeable with Legacy Duty. As regards interests arising under a wil
or intestacy, Succesgion Duty is chargeable only in respect of real or
 leasehold property which is devisedior trenemitted, legacies payable out of
‘real property and the proceeds of sale of real property given on trust for
sale (legacies payable out of leaseholds and the proceeds of sale of
leaseholds under a trust for sele being liable to Legacy Duty).. Uhder eny
title other .than & will or intestacy or a donatio mortis causa, the
eppropriate duty is always Succession Duty and not Legacy Duty.
17+ Immoveable property abroad, as it is governed by the lex situs, is
outside the scope of the Succession Duty Act. On the death of a life tenant
however, foreign immoveables are chargeeble with Succession Duty if subject
to a trust for sale ﬁnder a British disposition. All movesbls property,
wherever sitﬁate, subject to a British settlement attracts Succession Duty if
not liable to Legacy Duty.
18. The rates of Succession Duty depend upon the consanguinity between the
successor and the predecessor - the person from whom he derives his
succession. They are the same as those applicable to Legacy Duty as set
out =above. |
13. The value upon which Succession Duty is payable in the cage of
‘ghsolute interests in personalty is in general the value at the date of
death, )
if'the sﬁCCessor to real property or leaseholds is competent to dispose,
the value for Sucéession Duty is the principal value as ascerteinable for

' [Estate Duty

Abbroved For Release 2006/09/27 : CIA-RDP57-00384R000400040028-5
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Estate Duty purposes”after deducting any Estate Duty payeble and any

expenses properly inCurred in raising and peying the same. Otherwise the

interest of the successor is considered to be the value of an annuity

“equal to the annual value of the property after necessary outg01ngs ‘and

celculated according to the statutory tables.

Exemptions applying to Legacy and Succession Duty.

20.‘ The following exelptions apply both to Legacy Duty and to

Success1onADuty

(1)

(2)

(3)

(&)

(5)

(6)

Articles of plate and furniture given to'different persons in
succesglon are exempt while enJoyed in kind; ’
Books, prlnts pictures, etc., given for preservation to
certain bodies (e.g., the Natlonal Gellery) are exempt;
Pictures, prlnts works of ert of national, scientific, historic
or artistic interest are exempt from a1l Death Duties while
enjoyed in kind; R

The relief referred to in paragraph 8 (4) in the Note on

the Estate Duty in respect of property passing to certain

near relatives if the death occurs on active service or

“gervice of a warlike nature or arises from injuries caused by

the operations of war extends to Legacy and Succession Duty:
Certain.British Government éecurities are expreesly exempt
from duty'while 4n ‘the beneficial ownership of persons neither
domiciled nor ordinarily reeident in the Uhited'Kingdom;‘

An interest arising upon a death by reason of a bona fide
purchase is not as between the contracting partles, deemed

to confer a succession and is exempt

A legacy, other than a pecunlary legacy, is exempt if the
total value taken.by any one legatee is less than L20;

Where the net value of theyfree pergonal estate doee not amount

- 10 3100 it is exempt from.Legacy Duty, and there ig an

.exemptlon from.Succe551on,Duty where on any death the whole

successions derlved from the same predecessor do not amount to
£100; '
Where the net value of the property (exclusive of anythlng

. gettléd otherwise then by the &eceased’s Will) in respeot ol
" which Estate Duty would - but for the smellness of value -

be payable, does not exceed.LE ,000, such property is exempt from

b Legacy Duty and Succe551on.Duty, Where the value sllghtly oxceede

k 2, OOO the amount of Legacy Duty and Succe551on,Duty must not be’

greater than the excess above L2 OOO
L o f /(lO) Legacy Duty

¢
EIEE T A i 5 8 .
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(10) Legacy Duty and Succession Duty at 2 per cent. are not levied
(1) Where the principal value of the property passing on the
death of the deceased in respect of which Estate Duty is
payable does not exceed £15,000, For this ourpose,
however, there is excluded property in which the deceaged
never had an interest and property of which he was never
competent to dispose‘which besses on his dsath to persons
other than his spouse, lineal ancestor or descendant;
(2) Where the walue of the legacies or successions derived by
the same beneficiary from.the game testator, intestate or
predecessor does not exceed 51,000, or 2,000 if the
beneficiary is the widow or child of the testator, intestate
* or predecessor,
(ll) Bequests of less then E100 are exempted from Legacy and
Succession Duty,
Collection of Legacy and Succession Duty
21 Legacy Duty is generally nayable by the executor or administrator of
the deceased's estate upon payment or retainer of the bequest. The duty in
irespect of an annuity is payable by four yearly instalments, but on the
death of the annuitant within this period only instalments already accrusd are
payable, Where a legacy or residue of personal estate is given ﬁo different
persons in succession, not all chargeable at the same rate of Lesacy Duty, the
persons taking for life are chargeable as if the annual income had been given
by way of annﬁity and the instalment provieions apply. If they are all
chargeable at the same rate, Legacy Duty is payable as in the case of an
gbsolute legacy to one person.
22. Succesglon Duty in respect of wbsolute interests in real or leasghold
property is payable by eight yearly or sixteen half-yearly instalments, the
fiist instalmenﬁ being due twelve months after the death, If the successor
takes only a limited interest’the duty is payeble on an annuity basis by
eight half-yearly instalments, the first being payable twelve months after
the successor becomes entitled to enjoyment of the property. On his death
any instalments not then due cease to be payable, He has the further
alternative of paying by two equal moieties, the first by four yearly
ingtalments and the second either in one sum or by four more yearly instalments.
Succession Duty in respect of absolute interests in personalty other
than leaseholds is payaeble when the successor becomes entitled in possession
to hls succegsion, Duty in respect of an annuity or life interest is payable
by instalments as in the case of Legacy Dubty. If the property is taken by
d1fferent persons in succegsion, all chargeszble at the same rate, Successicn
Duty is payable as in the case of an abgsolute interest.
& /23. Interest
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23, Tnterest at the rate of 2 per cent. per annum net is charged on
unpéid Legacy Dﬁty as Trom the date of payment or retainer of the bequest
and in the case of Succession Duty aé:from:twelve months after the death,
24, The answers to the specific quesfiohs are therefore:
(a) 1. Estate Duty is levied on the property as a whole, Legacy
and Succession Duty on what each heir, etc. takes,
(There is no gift tax);
2. Estaté:Duty is chargesble on a gift mortis causa
(paragraph 2 (c) ebove), and in certein circumstances on &
gift inter vivos (paragraph 2 (d) and (e) above).
'>Legacy'Duty is cherged on a gift mortis gausa and
Succession Duby on.property‘passing wnder a settlement or other
disposition. An out and out inter vivos gift is not liable
to either Legacy or Succession Duty;
3. Yo, Where a person dies domiciled in this country his
' personal estate Whereferjsitﬁaté isvcharged.
L, No. (see paragraph 2 (1) above).
(b) 1. As to nationality 'no!, as to domicile 'yes'.
 (Paregraph 2 (ii) above for Estate Duty and 13 above for
Legacy Duty. The test in the case of Succession Duty is
 neither domicile nor nationality but whether the beneilclary
becomes entitled by virtue o; the law of this country
(paragraph 17 above,);
2. Tor Estete Duty 'yes' (peragreph 2 (1) above) For Legacy
- and SUBCGGSIOD.DutV no'- ' ' '
3. No.
b, Yes (pavagroph 2 » rbove £s8 to the distinction drawn between
‘_ m@veable and immoveablo pronerty for Estate Duty purpmses.
Also, agricultural property is charged to Estate Duty at
. lower rates).
(¢) 1. Yes. See (b) 4,
2. To. o
3. No. s

V. Ceapitation and. Head Taxes

No capitation or head taxes are levied in the United Kingdom.

/B. Indirect Taxes

R . .
i .
i FTAE NI O H TE

-
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B. Indirect Taxes

I‘. Sales Taxes

(a) Retail sales texes

There are no retail sales taxes on goods in the United Kingdom

(b) Manufacturer g, Wholesaler's, importer's

sales taxes and turnover taxes

- Purchase Tax is levied on the wholesale value of chargeable goods
supplied under "chargeable purchases". Broadly speaking, there is a
"chargeablé purchase" when a registered wholesale merchant or
menufactvrer gells chargeeble goods by wholesale to a retailer or
eppropriates or applies them to the purpose of retail trading or to any
Purposes other than a sale as stock -or materials to another registered
person. )} registered wholesale merchant can buy goods as stock for
resale, and a registered manufacturer can buy goods as materials for
manufacture, tax-free from a registered seller. (For fuller details of
the scheme and scope of the Tax see Public Notices Nos. 77, 78 and 79 attached)

1. (&) )
)

' No, not on all goods (~ see Public Notice No. 78).

(p) )
2. (e) ) ,
) Yes on comparable goods, at the rates indicated in the
(p) ) Bublic Notices,
(c) No. Tax relief is allowed on goods exported by a

registered trader direct from untexed stock (see
Public Notice No. 77, paragraphs 28-32).

(a) Ships, Aeroplanes, etc. are not chargeable goods.
Chargeable articles used in the building and
equipment of new ships or aircraft can be obtained
free of tex., Similarly chargeable articles used
in the repair or refitting of, or shipped =s storesg
on, foreign-going ships or aircraft cen be obtained.
free <)3f tax ssee Public Notice No. 77, paragraphs
33-3k

(e) Yes, unless the goods are exported as at (c) above,
with the sole exception that a person who is
temporarily in U,K, and who is or is about to be
resident outside the U.K. may obtain a mechanically
propelled vehicle tax-free for use in the U.K., for
8 limited period provided the vehicle is duly
exported by the manufacturer, under control, at the
end of the visitors stay.

(£) Yes, subject to (c) above.
3. The reglstered trader who sells taxable goods to an unregistered

customer,
/(c) Excises
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(e) EXClBeS on the sele of serv1oes.

Entertainments Duty is lev1ed on admlss1ons to most entertainments -
see Public Notlce No. 102 and supplementary leaflets attached.

Pool Betting Duty is levied:

(1) on bets made by means of a totallsator on a dog-racing
track; and

(11) on the stake money paid for betting by means of football or
" ther pools or pari-mutuel systems, except on totalisators
get up on an approved horse racecourse by or under the
authority of the Racecourse Betting Control Board.

(Amplification of this ig contalned in Public Notloe No. 147).

1. (a) No effect.

(b) The duty applles vhen the seller (promoter) is in
~ Great Br;taln

(c) No effect,

2, The seller is liable for the duty which he deducts from
, (1) the admission money in the case of Entertainments Duty
end (ii) the stake money in the case of the Pool Betting Duty.
(The machinery for collection is explalned in the Public
Notlces)

VI.. Taxes on Transportation and Communications

There is no taxation of these services as such in the United Khrﬁdom.
Fees on the licensing and reglstratlon of mechanically propelled road
vehicles are 1mposed uniformly on the operatlon of such vehicles in the
Unlted Klngdom without regard to the person of the owmer or the orlgzn
of the vehicle (see Memorandum RVL 30/2 of Minlstry of Transport,
February 1948).

vil. W

'(i) Stemp duties are chargeable upon a wide range ‘of legal and
commercial documents .

(a) The natlonallty or’ domlelle of the parties to an 1nstrumen
ig immaterial. '

(b) and (c) The charge exbtends not only to instruments executed
in the United Kingdom.but also to instruments executed outside
the United Klngdom, but relatlng either to any proverty
pituated in the United Kingdom or to any matte? or thing done
or to be dome in the United Kingdom. |

/Stemp Duty on Bonus
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Stamp Duby on Bonus Issues

(i1) The Finance Act 1947 required statements to be made to the
Comm1551oners of Inland Revenue in connection with any securities lssued
by a United Kingdom company "by way of bonus" to its members or to the
members of another éompany, and imposed a stemp duty of 10% on the value of
the bonus. The main types of case on which the duty is levied are as
followa:

(a) a company l1ssues free to 1ts existing shareholders cr
debenture holders bonue shares or bonus debentures, the amount
treated as paid up on the gshares or secured by the debentures,
being satisifed by the Cdpltalizatlon of profits or reserves of
the company;

() a company issues new shares or debentures for cash and limits
the offer to existing shareholders or debenture holders;

(¢) a company makes a public offer of new shares orvﬂebentures
for cash but gives existing shareholders or debenture holders
preferential terms either by allowing them to pay a lower
price or byAgiving priority to their applications;

(d) =2 company with partly paid shares increases the smount treated
as paid up thereon (thus feducing the shareholders' liability to
subsequent calls), and satisfies the increase by capitalizing
profits or reserves; or a company with debentures increases the
amount secured thereby by;capitalizing profits or regerves.

(iii) The amount of tﬁe bonus on which duty is charged is the market value
of the securities issued (in the case of private companies, the nominal
value), less any consideration glven by the members to the company for the
igsue.

(iv) As regards stamp duty on bonus issues, the answer to the specific
questions is: '

1, 2 and 3. The duty is only chafgeable on igsues by companies

incorporated in the United Kingdom.

VIIT. Occupational, License and Franchise Taxes on the Practice of a

Profession or Craft, or in the Carrying on of a Business

A. Licenseg

The short answer to the questionnaire is that the reguiations governing
the issue of licenses contain no provision for discrimination based on
nationelity or domicile. The only differences based on the place where the

licensed activity is to be carried on are:
/(2) The slightly

-~
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(a) The slightly different rcquiremonts (e.g. as betwcen
England and Wales on one haﬁd and Scotland on tho cher
,hand) as to covering Justice Licensecs. »

(b) The different rates of liconce duty where intoxicating
liquor is involved - e.g. hotcis, clubs, Public Houses,

- Restaurant cérs, etc. have different rates or methods of
~ ebsessment of licence dutics.

" The amount.of the tax varies in many cages in proportion to the
turnover or the annual valuc of the prcmiges.

' Tgbles of the licences involved are anncxed with brief cxplanations
of the controls on the issuc of the liconces and of the rcasong for
veriation in the emount of the tax; Forfconﬁeniéncc the tables are
arranged under groups as follows: ‘

Licences to sell |

Manufacturefs Licences

Occupational Licencosv

- Dog and Game Licencos

/MANUFACTURERS '

- Approved For Reldase 2006/09/27 - GIA-RDP57-00384R000400040028-5
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MANUFACTURERS ! LICENCES
, ; : : Reasons for Any control
Class of Trader Annual licence  any variation  other than
Duty Payment on annual ixcise on the
duty payment issue of the
‘ licence
Brewers for Sale 11 upwards According to the -
output
Brovers not for sale Free, bs 04, Depending mainly -
‘ 25g 0d or on annual value
508 0d of premises
Distillers 210 upwards According to the -
' : output
Glucose, saccharin and
invert sugar manufacturers El - -
Matches manufacturers El - -
Mechanical Lighter
manufacturers free - -
Methylated spirits maker 1 10s Od - -
(other than a distiller
or rectifier of spirits)
Playing card seller who 110 - -
is also a maker
Still keeper or user 10s Od - -
Sweets (British Wine) .
maker B 58 0d - -
Sparkling sweet maker free - -
Sugar (British beet)
manufacturer r1 - ] ~
Rectifier and ;
compounder of Spirits 15 15 O0d - -
Tobacco and snuff 15 58 04 According to -
manufacturer to output
31  10s O0d
Tobacco grower and 5 04 - -
curer
Vinegar maeker Ll . - -
/ LICTNCES
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Class of Tfa@e

Duty Payment

" Annuel llcence

ReaSons‘fef any
variation in

«annual duty
‘payment

Any'cohtrol other

than Excise on
the issue of the
llcence

Dealerg
Spirit dealers
Wine dealers

Sweets (British Wlne)
dealers

Beer dealefs

Heavy Hydrocarbon
01l dealers

Spirits of Wine
Deelers

Tobacco dealers
(mainly taken by
retailers)

Geme dealers

Retailer
' consu@gﬁion on

y the Eremises
Bpirits retailers

Wine reteilers

Bweets (British Wine)
retailers

Beer'Retailere

Cider;retaiiers

BT

d.
5 B o
10 10 0o
5 5 -0
10 10 0
Free

10 0 0 )

5 3
10

vl/2 the annual
velue of the .
"licensed P?amiﬁesj

Ik 108 04 to

’IJE
I2 5 0d to
16

»l/3 the annual
" velue of the .
;,licensed premisesL

12 55 0d to
fszE6

Justice's

licenge

- ,required

According to the

annual valpe of
the licensed
premises

do.

do.

do.

do.

'Jﬁstice's
“required

Jugtice's
required

do.

do.

do.

do..

/Meth&latedaspirits‘

licence

licence"
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LICENCES TO SELL (continued)

~Annual licencd
Duty Payment

Reasons for any
variation in
annual duty
vayment

Any control other
than Exclse on
the issue of the
licence

Class of Trade

.

Methylated Spirits 10s 0da B )
retailers ‘

Paseénger Vessels on E10 : - -
which liguor and
tobacco are sold
(Travelling from one
place 1n United
Kingdom to another
place in the United
Kingdom or which
‘return to the same
place in the United
Kingdom on the sams
day). ‘

Passenger Alrcraft Il : - -
on which liquor 1is
sold (Travelling from
one place in the
United Kingdom to
:another place in the
‘United Kingdom or
‘which return to the
game place in the
United Kingdom on
the seme day).

Reilway Restaurant El - v -
‘Car (for sale of
liquor)

Registered Ciubs

3d. per E of
purchases of
intoxlicating
liguor

Retailers for congumption

‘off the premises

Spirits retaiiers

' Wine retallers

110 to 150

E2 10s 0d to
10

Sweets (British Wine) E2

“rotallers’

According to
purchases of
intoxicating
liquor

According to the
Annual value of

the licensed

premises

do.

Must be registered
with Clerks of
Special Sessions,
Police Courts, etc.

Justice's licence
required with
certaln exceptions

do.

Justice's Licence
required

/Beer retailers
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LICENCES TO SELL { continue,d)

L)

Anmual liconce.

‘Clags of Trade Duty Payment

Reasong for any
variation in

Any control other
than Excise on.

. ‘ennual duty the lspuc of the
‘ - e _.DAayment J,lqgagg '
Beer retailers L1 10s 04 to ) :According to Justicels .
‘ : -+ RO . ;annual value Licence required
of licensed ’
‘Premises
Cider retallers Ep - -
i
i
Ll ; - /OCCUPATIONAL
Pa Pt

B§’+6/Add 12
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OCCUPATTONAL, ETC. LICENCE
L . Annual licence Reagons for any Any control other
Class of Trader Duty Payment varlation in than Excise on
. . annual duty the issue of the
payment licence
Appraiser ‘ E2 ' -
Auctioneer E10 : -
¥Bookmaker at 6 to 48 According to the -
Gréyhound mmber of
Racetracks with ' enclosures on
totalisators the race-track
Hawker' COE2 - Certificate of
: character signed
by a responsible
person (Clergyman,
etc.) is required
initially but not
for renewals
Hbuse Agent 2 ‘ - -
Money—lendef - E15 - : Certificate from
~ o petty sessional
court required
Pavnbroker 17 10s 0d ' _ Magistrate's
certificate
required
Plate Dealer 2 6s 0d According to the -
{dealing in or weight of gold or
gold or silver I5 158 0Od gilver in any
above certain , separate article
welghts in any gold
one article)
Refroshment House 108 64 According to annual -
Keeper or value or rent
1 1s Od

# See next page.

/DOG AND GUN
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‘Reasons for any  Ar control other
variation in" ° "{fhan Exciso on'the’ -
?ﬂhﬁéi duty “issué of thé .
‘Excise lzcence

P SEREINE S Tilan El i
i Dog -’to keep 7 _ i 3
: ' i LRI ARS ST BT NN B B I
; Game - to kill _ , O ) These licernces do B
) . : i o N ) not authorise any
; Game - to kill for: Os person to purchase,
; - Geme Kbeper S ) : ;f P have, use or ?arry
' : o S IR T I A ¥ any firearms (as
Gun to cerry or usei 10s od o defined in the
;T E 4 Fireerms Act, 1937)

§
H
H
H

in respect of which '
&.firearm ) ‘
certificatn is

4 | ; ) required. _
-~ L | N H H i
- o g : IR

TEvery bookmaker wh cagries on %ooxﬁaking on a dog race-course nt ot

tot 1isator is operated 1s rengred to be in possession of &

Licence.: Thengbllc Notlces fos. 1h8 ahd 1&9 fatﬁaéhéh) T

ponsibillties of %hegboékmaker and course occupier in
“'Llcenc:es.'§i Pl ‘ P i i
NoAéffecé. :
The duty is ievied only on!bookmakers carrying on bookmakiné

T e 2 g

| IS S S ST S g i T
O LN N NI T H goor A

i
wo

dog race meéting at w%ioh a totallsator 1s operated

i

i
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_gges pn the practlce of a profession, etc.

' (i) A stamp duty is charﬁeablﬁ upon the practising certiiiuate which

;vfii) The duty 1s a spall one of fixed amount, and is slightly
bater in cases where the practice ds carried on in Iondon or Edinburgh
hgn in other cases. It does not dopend upon the nationality or

: ﬂmicile of th@ 1nd1vidual.

VIX. Social Sepurity Taxes

‘quadly %peaking, “there are no Social Securlty taxes as such in
United Kiqgﬂam, There is, however, a universally applicablp
%ribuxory insﬁrance Scheme. Uhder that scheme no variations in
uamcunts Qf contrlbutions oceur by reference to:

; (l) the nationaljty of domicile of the employer or employes

3 (2) the location of the place of work

(3) the character of natiopal or international scope of the
s enterprise, where the employee 1s working.

L)

R ' /Appendix.

&
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- Appendix. Rates of Estate Duty

Where the Net Principal Value
i ' of the Estate Rate

. Exceeds ) - And does not

excecd N
O £
100 500 -
500 1,000 -
1,000 © 2,000 -
2,000 3,000 1
3,000 5,000 2
5,000 7,500 3
7,500 10,000 . b
10,000 12,500 6
12,500 © 15,000 8
15,000 ‘ 18,000 10
18,000 20,000 10
20,000 21,000 12
21,000 25,000 12
25,000 30,000 1k
30,000 35,000 16
35,000 40,000 18
40,000 45,000 20
45,000 50,000 22
50,000 55,000 2k
55,000 60,000 ol
60,000 65,000 27
65,000 70,000 27
70,000 75,000 27
75,000 80,000 30
80,000 85,000 30
85,000 90,000 : 30
90,000 100,000 30
100,000 110,000 35
110,000 120,000 35
120,000 130,000 35
130,000 ' 140,000 35
140,000 150,000 35
150,000 170,000 40
170,000 175,000 40
175,000 200,000 Lo
200,000 ‘ 225,000 L5
225,000 . 250,000 45
250,000 300,000 50
300,000 325,000 55
o » 325,000 350,000 55

, 350,000 400,000 55
v 400,000 450,000 55
450,000 500,000 55
500,000 600,000 60
600,000 750,000 60
750,000 800,000 65
800,000 1,000,000 65
1,000,000 1,250,000 70
1,250,000 1,500,000 70
1,500,000 2,000,000 70
2,000,000 - 75

-
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